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330560003360 9060060൪01 8౧౮0030000 obobgo. 

6593690993902», Hod 063 o adgang, doq»0(03053950 
jaggbob (ooa 6 ൪00000 39363935, Hob മനു 003039», 
hod 93obodo3360 ര്‍നനറററൂറ gobdbodwghm o»b50q3- 
6003003 boo ൬൦000600൯0 9000206൮0൨ po ൦൭൦ BHM 3booboq»o 
93൩0൯0൨൫൦൨ (Papava, 201810). ob 0൦0൫൨0 3000൦0൨൫൪൦, 
hod 03000൦ po jmddobnob 9൬൫൨1 dHnbg083@0 000౧౦౧౦ 
aobbb35330s» (Krugman, 1996), ൦0010൧൫൬, 3oq»oóo- 
ദന॥001 Coe bofomb മു൦60ന00൮൫൮൪:)൬റ of ofab. bobsdego- 
mgda 001008960൮ oe@agnma ൭൭൦ smmndngodo, ൭൫൦0൮൬ 
dndbgbdoo. 
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hoo g3mbeodogodo 3ee»ofjoa360 go@ohygqhomadob 
doo390b yQm@gdob 01൯0൮ 00൦0൦3 606൮01 ൦൭ ofan bögga- 
൬൬൪൦ 93obo9do3360 gobsmmgds, doo gb 9300569309», 
6306 Hobo, gmddgbboho@gd0 od 6060൨1 36oo«gboobs- 
൬0000൦, (൯൬) od ddaé»033e»o 606൪00൦൩00 ൦00൦൬000 
aooohyaqhomgogoob 060൩0000. 0౧0 od 99൦33300 
bogbgdno 600൦0൬൪൬൨൦ ౧౦౧౦౧ 00൫൭0൦ 000600, നം 
00൦0൦റു൬൬റ 006൭൨ dommgah do906»0393e»o 0000006:)നറ 
൭൮൪൨ 00൬0൬ 35090933000»390b dowgdobob abg- 
ddmgobgmgògb dobo dbomme po ddbmo~mme 3000603360 
0റ0൦000൯൬0൧റനറഠറ൦. 

0൦0010 30, 6c» gzmbmdagzoda àoq003360 ao@ohy39- 
൫0൬൪൨1 domgdol 3930»39ob 6൯0൮) dd56033e» 30639b odgo 
bdo 33050403360 3»b50q»35», 00൨൪൨൦ d39ob33- 
3990, HMR ౧౦౧౦౧0 ൦൬൦൭43൭൫0൬൪൨ 6000൬൮01൦0 bgm- 
ddmgobgmmògb ൪൭൦ റ0൬00ഠ൬ 933050903360 93050363905 
dogo നരാമൂറെദുറന്നറ ദൂനയ0റ൦, ൭൭൭0൮൬ 00൯൬൭൬ oo domme 
00൬0൫0൭൮6൨ 0റ0൦0600)൯00൬൪൪റ൦. 

gb 0൩000, hoo ദ)ദന0നഠറദട)൭റ mmoaozob 93939»- 
90001൦ ൭3ന0നര്‍റൂദൃ൦ d35503639sbo»b 6൮൬൦൭00൦ dma- 
(039% dodobdgfmbnmmtdob 10000൦ 70൭൭൫൮൬൬൪൭ obbbaene 
boymaqmosm@ ദ0നഠറന൬റ — ,,bodmgs@mgd6030 ofohggobab* 
ogmhoob do36 (Buchanan, Tullock, 1962). 

0൮൯൩൫ ററ omoggmbedogyHo dImmoozob aodeod- 
03930 008390 mogor 330650903360 61600൮6൮൪൨ dog q»d33- 
നറ 006൬൯0൮൪൨൦. ൭0൨1 3നഠഠറ൭റ dogoq»ooo», 2007-2009 
(00000 ദുന്നനര്‍ഠന്നുറെ gabobby60 po 33050903360 36090bo, 
൦൭൭04 9൬0൯0൨൭൨ 600000060൨ 600൮൫ 9330bo9030b 
Ja 3mobgdoboedo d39305339:3€»0 0൨൬൩0൨, ൭0101090൭൬, 
Jg@oHo omdmhbes (Cliffe, 2019; Stiglitz, 2010b; Stiglitz, 
2010a). 

3j305odo336 0116006൪൪൦ po 33050903360 3oqo(o- 
àeb (൫൪൬ ൫060൬ 30 0൦90൫൩ നേന്തററ്ററുഠ) deob dadoh- 
0౧9౫66 000൬0൦ 0013൦൬൦൫൯൦ dnammmanobo wo dgmogobob, 
ob gadnzobo യാ ౧౦౧6౦౧6౧౦౦ നറ രഹ്ന Zogd0Hb, Hob 
b5073033€»036 330939» ob abo, 6090, య్య ൭൭00) 0016൫൬0൦ agbo 
യാദദ്റൂുന്നറ 60൬00൦00 3b domEnmgnal dhoma ൭൪ ൭0൨0, ൨13) 
M363 ob3ob360»do q»33393«»0 06൬01 ദന o09030b 
നയനം aodo Onm gmo (Hausmann, 2019). 
5033960 00൫൮൭൭9൫0൦ odzo ൭൪ ౧b dohnmgònmo, 
60039693 o 90൬൯00 bomogy, 9൪൦൬൨൦൭൬, dammmanoda 
0൬0൪10൬൦, ob dgbsdodoboe 010000൪൭ 90൬൨0100. 

dbaogbo 600൦00900൨ 3o 933050do336 616006൪൪1൦ 
യാ 9gaebodoa36 smmadngob domHob, 0൭000൦6൭൯൬, bmp 
o 560b 0030500. obg dogomome, bym 396o 600 
q36»0939»b ౧8౦90 9.0. ,ggmob 05599306033 DMN" 
(“Modern Monetary Theory”), നെന! b5o73d330»63 3333 
bob3eoddoaob3eo 30 ൭90% 35d00393«»0 (Mitchell, Wray, 
Watts, 2019). 9b 9.0. 6330«»300360 ൭൮൩൭൨൦ mgmab, 


6€(0600€000050006 Cd 90096010 Neds, 2019 


0900000000 30000000500 Cd 0൭൦0000000) 09000430 (300009000൦) bó356650089 C? (Db 6580060009969) 


hod b5503290y ൬൮൭000 ൭൦൫൦0൦0൨൭൨ 60000൬൬൩൪൦ of త్యం, 
hod gymal 93dobooo 0000൬൮൪0൭൦ abg OongoHmb 3560333» 
babge»dpomo 0൦6൭൭01൦ oo 10൬01000൬൩ dgdebogegdb 
6౧6౧౧0, Hed odob ൭൪ മൂഠ0നറ്റുദുറനി obgmogoo. od mgmeoab 
ഹയ Qodmagqmamo 090 600൦൭൬ joes hoomge~mol ob, 
hod doggdjmo മറ്ൃനര്‍റദൃന്റ നരനും 3995639» goby- 
63e» gzmbmdagzob, ൭൪൩0൮൬) bos 3o goxHmdob opanmn 
oh odgb, Hed godeohngbymoe 3e3oóe»ob 030000൬0 aoo- 
000൦ c» 93000൭00 6൮0൯൬൬൨00൦, Oo 9൫ ൭60൨00 goggmnomn 
Z70bob damHyqmdob sHmdemgdo. 000റ)൬ാറുഠ൬ adobo, md 
dbmgmoomb ൦09500 93൩0൯൩0൨൫0 MNO 00൫0൨൭30 bb3- 
0൬ ,,൬)ന൬റി ൦൦0900൬൦0൯) 03o»600b" odzo രയ 
à bb663330»b (Krugman, 2019, 20190; Rogoff, 2019), 
bam 360 06650030» odob 0൯൬൬൬൭0൨, Hod 03 0 0൪൭൬ 
dodogomdo odd-do, oghdmomonsdo, pop 60൨൦0൦0൨, 30- 
booda, 43൪൭3നദ്റര്‍റരറ 9020360 Jgqgobobs po oodmboodog 
3౧ 900൭൫0൭0൭ ImMmadogeb dob by~mabyQe@gdodo dJobgmob 
910൦033൦00 33«5o903360 smmndogob «06d0o639ob»b bho- 
ho od 03065000 abyenddmgo69~9d96 (Moiseev, 2019). 

0501) ൫0൦00 ofog3gmbmdogyH0 നേയറററൂറ gombo- 
Bobo dogomomns 9൪൫0൦0൮൪൬൨ g3mbmdogn@ob 0൦0006൯൪) 
Booobgme Agbododobo g2mbmdoay&o 03060ob ൭൭ oobgdmdob 
3౧౧౧౫0౮౧ (dogomnono, Papava, 2005). 

sHobo3209d bogyzHo.eEmgdms, 36030o03»e»300b dbog- 
mondo gogM3qmgd0b ൬0൯൭0൨, abg, bod 93305090336 
006000൮൪൦0 dob dobobgd 9396-bs3e»39eq obodyorgdye0 
090609 2366-2360900 ൭6 dq44dboo (Papava, 20182, pp. 95- 
97). 0000൬3൦൬ ౧౦౧౦౮౦, 3600305035936, 9060൯൬, 00൫9൪൨0൨, 
9339 000 De»obes, po dmggdym 039993 apan Home jbmdol 
330c03500990 (003M3~@o (dogomnno, CTonboB, 2019), 
&g6-296000 aHoddmgom dab 3ന0൪നഠറൂ൬൪റ 0000൦61൨ omg- 
dog 6൪൩൬൦൦൬൮) ൭൭ ob 3563333«0 (Simanovskiy, 2018). 

boyqzho@mgdmo, Hod gzmbmdazab 00109000൫൬ 
HHoobbameddogoob 606൪൪00൨ ദയറ 000000൬൯0൦ 
30൩0൬൦ 011001) ററ 5653305040336 നേന്രററ്ററുല, bumo 
0൪00൫ 93mbedn3089 goH@odogom dgóoomob goby- 
«390b dodga, SmamMy fbn, Hobo 00൦040) (00൯൬൨1 306- 
aama hadal 5653300003360 doq»0(03». 

hon ദൂ0൯൪റന൬റ൦, 33050003360 3oqofjoaob 000౧౮0౧ 
౧33m bebgeodpomob 0060൨൬൧0 g3mbmdn3odn ൭൪%ന൬- 
(9360 553633«o90q»b (Laissez-Faire), 93bmdogob bobgm- 
dhagmb dog deéogob 0൭൦൦0൪൬6 0693959093, 6o093- 
സ്റ്റു ൬൦0൦0൦00൦൦൮൪൮൬റ൦ 309d3b0b0360 ൪൫൨൮0൫൦൫00 60൯0) 
Jgmbedogaboogal. ൭0080൦ 3300903503 6069൬0001൫) 
aoqQobae»ob sHmpeqgbob oba 0൬൪൮൬ 609൭) 33003693b0 
dogmdoM mdn@ob 30633«0b533b 0൩0൪൦൩൦൦00 350c0b2»()39o; 
bbgo 100൫89൮൪൨൦ ൭൯൪ 304350, 0൭0൦860൦ g3bedoz0b9 മ0൬0- 
amab 330bo9d03360 ര്‍നനറററുൂം gambmdozob dadoo bob3e»- 
ററ ob3o 60301 83e»obbdo9b, Hoo daba 330bo- 


GLOBALIZATION AND BUSINESS 68, 2019 


ററ 0൦0൫൦൦00 0൦00൨ 9550556380 oho 9൦6൫൩ ൦00൬0൦00 
0006൬൮൪൦, ൭൫൦00൬ dobsoHbmdHngo0@o03 റ്രൂദുനറുഠം, cog» 
babgeodbomo geammdb ob3oo ൨൪൯0൫൨൬൮൪൨ മരന്‌ 
90000൦01, Smee dgbododobo de693233c»0639«»390 ൭0൫൭൪ 


odeo9ab dmddgogòab 6050൭000 dad-bozmgd0.e@ gmhdomn- 
03930» hooberb. 


30L0300960L0900 56350600039 C? (0b 5563050 
3960000 0b 6౮13౧6౧3౧3౮6౧ 6൬൬൭0൪0൦ 


1990-91 0൬൮00൨ bsj56033«»cb bymobygmgdob do36 
൭൦൫൦൫൮)൬റ 3300903360 3oq»ojoa» bobgmdhogeb db6o- 
db 33ebodo3ob da 030b aemdybob iyo w06d39ob ൬റ൪- 
രംന്രറ൪ധ്രുററ de36doe»393e»0 dgegmmdon ദരര്‍നറന്ററൃന. 
൦00൬൦0 godeodenbotg, gobojgnhn అరు boo agb, ൫൯0 
റ00൬൫൯റ0൬൮൬ഈറ do»36c90b gobgbs@gd0m b5]56033e»090 
bobgmdfngm jodogomnddob dexo3e»o boo (50330063- 
dymago. 6ంక్ర్రరుంరల్లుగ్రంలుం, Hod ddHodobgsmyho 933obodo- 
30006 100686൩൫) goe@obgmo bobye@dHoge aododoeoddob 
dmogmoal bogydg3mdy sho4doz7mo@ bodbog@o 330bo09030b 
06൦൦0൦06൫൩ dohymdod bogndgmgdob 600560൨00൦, oby 
00൦86 3300903203 1.൭. ,0ഠൾ൬൭൪ ദുഠയ॥ദുന്നം॥. 

gaobodoa3ob 0൭6൦൪00൨ bobgemdpogeb 0൦൭00 Godha- 
9900 Oggnmgpnghn 000000౧౦ gow 1992 Hgb afyqds, 
hoy శ్రరియ్య్యర్య ob39ob ൦0൦൮0൨ bogosqmoom q»093- 
൫൦൬0൪൦൫01൦ Oo 000ന൦൬൬൬-0൦00)60൬ dop36ob ybobyo~ome 
൬൭൭൭0൦00 ൭00൩൨00൦൫൦ (Papava, Beridze, 1998). 0003) 365383 
8HoJhogjmo@ ന്ന Modghomndo3nbh  »34339039»6» 
oy3e»oc-b5363r00jo 5346060, ൪൨൦൭൫ 196൮൬0൫൬ 3905059 
oC babe» 0൦10000000 daomhao, 30003607«0 dobagdob 33406» 
0൦000൦൬൪൦൬ 355030c»3930»0 ayo, bumo bs»j56033«ob 
g63b3e»o dobjob 606൨0൬൦൧ doo dadogmd boddaobmòodg 
0309053039009», 60306 fbn, 06 ൦6൪൪൭. ൦൪൦0൬൪ 
0൦൦0003൬20 AYO 9563600 ൦൬൪൮0൮൪൮൦൨൬൭൧ godob 0000)- 
bob baae»oÓobac 0010500001 010൩൬൮൪൦, ൭൭0൦6 306393o- 
౧9m dmbgmgoao aodeoneHgdab 0൭൫൭8) b»ja6033«ob 
൭൬൪൮0൭൮൪൭൮൭൨ 000൦൫൦ 400 dmb. odd emmotdsy dado goma 
9010060൦. boyyHoomgdmo, ed 2001 [అంతం ൦൮൪൮000൮൦1 
ന്നറ a35b(5396350b 8౧60౧0 boamomnbam dagoboddo 330g 
agbo oder fdge dyno. 

൮ുനഠനര്‍റൂറ 00൭0൭ bobgmdfageb ൭0൭06 1൫0301: 930- 
0നഠറ3൭റ domadngs 3൮0൦0൦൨൪൦൬ 3936 q»3639335, ൭൦60൦) 
aan 6d ന 3ന൪നഠറ൭ 66000൮0൦0൦൦0, ൭൭൭4൮൬ 
൦൫൦൬൬ gobbsw 9060൦൦04 30 Hobdsompdogamdsdo dopo. 

bodoogqemmdo 1992-93 Hengddo 35(69393e»0 »669330- 
bodo3360 ര്‍നനറററൂറ 90൬0൬ Jndgbobgmopgoob bo9o360 
0౧౮౦౦౦౧౧ 033396», hop bob3eo3p00039603 Mode jgn@7d~mmdob 
൮0൮% 0൦൮0൫൦0൧ y4dbo@s (Gurgenidze, Lobzhanidze, 
Onoprishvili, 1994). 
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bogyó oomoo, God ddohagqmemdad | 30035056360 
൭൮൭000 693330b po bodgmoo jogdomob podmob deodgbpal- 
mgab 0൪൪൦൭0൪൬൬൪൨ gjmbmdnj3ngpob ൦6006൫൯൪) goe@obamob 
൦൮൩൭0൦, 63069, 93960 ooa», 0 ൦൮൮൪൯൪൭൦ (Papava, 
2005). dooms, ൬൭൬൮01൦൦00 Eoghmg@o 000¢00)൪൬- 
റ ൦0006൭ gzmbmdazodg ദുഠയ॥ദുന്നറ bogdom@ dioqoóo 
൭൦0 ന്രൂ൬റന്നറ്റര്‍ഠ, 0൯0൬൭ od godmgeomgdab മു൦00നമ൦൬൮006 30, 
07030, 190710൭൫൯൬, d9@-bojmgdop 6൩൪൭൨ 60100൭0010 
930൨00) mgn 20606 ൭൫ dgJdbnmo. od 300»6390b 
Boagomoabhabydom d33dq»393«»0» റഠ൬൪൯റ0൬൮൬ഈറ 330bo9o- 
3700 നേന്രററ്ററുറ daddydoggdgmoo wowobsdoymgdo adodo, 
൦] Mond ൭൭ aedeoggbgb 33050903360 093060», ന്നറ 
bobsbobmgobo 3059363904 30 ad phmoboognb 1൪൭൦൬൭൬൭ ൭൭ 
06144൭൬൦൬൭. sdo(yd, ൭0൦൫൦൦, Hood 0460൦0൦൦ 336 0o(qoo 
[൦000 355303 a6»330«d0o3360 dmmapozob dgbodg (03b 
30൩0൦ ogaao. 

bofoogqmemdo 1992 Pab ൬൭901200 onym hopo- 
jdm 3000൭൨ ൭൮൮൪൪൭0൨ 35»(5639» ,,deogy600 
൦൮6൦6000" jbmdnmn dgnm@ab sm~mmbyho 336b000. 396- 
doxo, 359c9936393€» agbo 9.5. ,doe@meq@mgohab agado“ (Aleksa- 
shenko, 1990, c. 21), ൪൭൭൬൫ ofo db daba dgdd-ydo- 
നവ, aobo bo333bob 80-റ൦0റ (0000 നന്നന്ം (09 
90-0o»bo [0൬൮൪00 wobofyobdo smmmbygaab 3053-36390360b» 
യാ gobobboo 0000066൨൮൪ «3033 dompggmmgohob bobgmb. 

od 3g6ooob ൭0൦0൦൮൬൪00 obae»ob360, o» bbgo 
൫൦൭൮൬൯൨0) q»b53e»30336o33e»o gbo bdmags@mgdab dom- 
Oge dgóogege»de bəfomdə ngmgo, qe, 9Óejoogge»eo, 
9൫൦൭൬൮൭൫൦൨ abo gbo, 6od9ge»og b3e»dobspacodo ngo 
qdoogmabeodabagab aym ൪൬൮൬൦ gbo, 6odge»bs(y B ర్యా 
യറയറ bbob Hob, bodsome 3530060b 000൨൭൪0൨ bobyedhoge 
9000 0൫0010 30ന0ന്രാ. bb3639:3e»0 ,9ee»36o3obob 3989» ^ 
൭൮൦൨൮ dooghmdod 236 go@.0hybymo ൭൮൦0൨ 1992 
നറ oobgho@ob gobogohgdgmn 630906939055030b, bomo 
goon mgab (330553000 od agadob Oybymn 336b0» bo- 
JoHagqmob droghmdod goedmofohayme bofJomagqemdo 
aobodoMgdqmo 33050903360 6390639ob5o30b. 

bofohagqmombagab ,80mgghmgohab agado“, bodpybo- 
©, 03009637 gobhnhymn ayo Hod ydogd~momdobogob, 
൦൬൭൭൦040 od ൬൪൫൭൨1൦൦01 bofoHagqmeob 3oq»ob3oobs wo 
൨൦൪൭൨൫൭൪ gobbbgoggdno ,9«3360 ൭൮൫൦0000" 360-3600 
൮൦൭൮൯൨ 00൪൫൭൬0൭0൫൨ - bozyaka gomo, ൭൫ goohbes. 
odob ൬0൦൫൦ 0൦൭36൫൯൦൨൪ dog podggoyma bbas 5653600 
938909» (Khaduri, 2005; Papava, 1996), Godog „dogy 
൦൮൫൦00 , ൫൯൭൩൪൫ obyorb, 60൦0൦3൮൬0൨ bobga 373b». 

1994-1995 fe»3$do gow 33050903360 ర్య- 
QmHdgdab 000600 030൦0000 de36o9330bodoa360 bhodo- 
mydmdoal wodgot9d0 nym, Ho3 oo 00൬ 0റയുററ)ന agbo 
(Papava, 2011), ൭൭൭9൮൬ bhmm9@ ədəb dgbodmgàgma gə- 
bopo గ్రథల్యర్యాల్తుం റുഠന)൫0॥ - mobab [0൦൫0൦൫൮00൦ 9390939» 
(Kakulia, 2008). 
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000306000960 309000430 


2003 Pab 9.5. ,g0@gd0b 69330«»30500Qb" Hode- 
body ൦330൨ bojomoggmmdo do»36o6ob doheqgo0n dob3e- 
റയ hodmgne@s qmbogyzooo je6033e»o 6080000000, 63bo 
Mw gobo dgbeydody, Hodmoab bobgmomobs3 (@o309- 
900൮൭൬0൦ wmodgopoosboddob mgngnm 7% റനറുനന്നന- 
0൭൬ 9056939» bofomagqmmb dooghmdob gambmdo34& 
00൬0൫0൭൦00. ob, നൂനം bodHgheqmm smmenbgob ,3»- 
൭൭൭൨൭൪൪൮൬൨ dobdobomddgbgdgmo 0൦600൪00 («O6benn- 
HeHHble MaWMHOCTPOMTENbHbIE 3aBOAbI») 3969%9- 
who ൭൨൭൮0൫൪൪൭൨, bogdome Eosobmm|dq~mn oye 6൫0000 
൭00൦൦0, Qaz 0353660305, 03 893003»q«»obpob39o od 
Boqdegodob, md Immenbsdo dgdogomo ൦6000 ofom- 
0൯൮൪0 bogdome@ horm dobJobo-oosbs@g069db, don Jmol, 
OCobsogoGHJob ൭൫൯൭൮൬൫൨ 3636336030b5030b. 

dooghmdab dagh q»o9036(50»boódob 6000൮0 bogo- 
OOO ദുഃദു൮൦൮)൪)ന൬ഠ൦ «00050369» gobgbo~e@ 7d9ddo po dondo 
56935635630 ൭9൬൦000൭൦0 00100൦ ౧౦౧౦ gobhymdo, ൫൯0 
93MM R004 dadeamdo 639068360 boghosdmmoabe qob3- 
ര്‍റ AqQobgdymoaye mamla q0536560sb3e»o (dogomo- 
oop, ESI, 2010; Gilauri, 2017; Udensiva-Brenner, 2010; 
Burakova, 2011). 

od 0൯1൦00൮0൦0 odenaghgd@o 60000000 (q»pg9390b5030b 
boohoo ൬൫0000൪01൦ po 69൪00൭3൭൪൨ pagn 6൦൬൯൬൮0൯൪൪ 
307940900, bummm ന600൬൪0॥0 ൪൬000 [000 250566603395, 
dooghmdabogo6 bbgopobbgo bobgmdob ൬൭:)00000000 గ్రంగ్ర- 
dob 10160001 659356000 ൦0൦൫൫൨0൦, bogo@obobsem గ్రంర- 
Mab 03953634139», Zoe@oboboeE dob goe@ocboob 303406057» 
601000൦൪) goe@obgmo, po bbg. 0൬൪൮൬ od hasab ൫൮൮൩൭0൮൪0൦ 
bo] dboamoam 0൦090 ദൂ0ന൪റന്ന 6൭00൫൨൯ dob3ro300 
„Doing Business 6)9ന൭6൪റ% 3660-36 ൬൨൬൮൭൫൦൬ 60൦. 

ob, God od hasab റ)ദുന0നഠറദ)0൨ 639069390 D»6d»- 
Agomo ൭൭ Joes honmgommb, 93905039 ZHg0e@ hobb 
Boddmaoemgoyeo dohagbgdmoab deobsbegmdnb ൪൭ L൬൪൭ 
dowmnobn bododymm 0097} (Papava, Silagadze, 
2019) ൬൨0൦000൦. ദ൪ഠ്നയ, 33050903360 a»b300»639ob od 
0൦03000൬൨൦ ൾംറ്റരഗദ്റററന്നന 000൬൫൦ dob dom dgdmdgen 
൭൫൭൬റ൦൮൭൫൦൫൨൦൮൬റ 0൦൭360൯൦൨1 djob3 0160088൦ 
൯00൦ (9൯൬൭ 008൯൪൬൨0, ob999 6൯1460004൦ od89Md00- 
gobab 33cbodo3360 Bhp od 606൨൯൬0൨ 35dop333e»o ngo 
6530:590bo po godnb dc3o3900b» ൬൭ door 336306 ob 9൭0൦, 
(oo 906൬00൦൬, ൭൪ godmEOg 700 d9me6939$oboo30b). 396 dcoq, 
00നന്റന്നറന dobjob 0൯0൦0൮0൨ ൦൭0000൦൬, o» 2003 ల 
bodo^039e»ob doxq»osbo bododymm 96൩൬)00)൨ 9൯൦0൬൯൪൮ 
90൦ ഈ) ൭൭0൦0൮0൩൬൭ ൧൩00൮൦൨1 obo~mman yer dohgqbgdgenbs, 
2010 ന്റ gb dohggbgdgmn bodohoggmmdn 0൯൩00൦൨0 
ാംനറദുറുററ 0൦10900൪൬0 00൩൬൬ 95, 5%-b ൬൫൮0൭ 
(WB, 2019). 
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modgopooooboddoe@ byw  639069390b 6൦൭൦- 
mgm {Hoe ,bgambsmyHo deodhomdab” do»36o9» babig- 
dodo chu 099൦൭൪0൨ jgmgtob po oH ౧౦౮ 
9൫൨൬൭൮൪൯൬൦, Hed 60൦൪൭001 adymgòab [08000 go@o90- 
gbon magaba 0൯൭൪0൮ boaa ൭൫൦000൬൬6൩ നൂന0൬)00റ 
(൫൦ ൭൮0൦ Jomo, gb ൭6 gHEqmegdMES 0൦൦30൨൦൨ 533639- 
൦൦0 woobmmgdymo dof dab 6౧600060), bummm 10॥00൦6- 
mm 01600൦ ydyomme agm 36o0336»(360b ുന൪൪ന൬ 
93900 (Papava, 2013). ൦000൧൫൩൦, dogHod od ൦0൫0൬റ൦- 
൭൫൦൫൨൦2൬ (bobsdegomgdo, 5309000330336) 9൦0000) 
dooghmdodo dymo 9.5. ,cmadgerhotooobyengab” ൭൭൨0) zmdgb- 
൫൦6൮൫ 30 06 2౮5933030౧00. 110൯൮൬ ൭00൫൯0 ,bogambsem A600 
deodmomdab” 00൦ ao dotgdqmo 6൮൮൩൫0൮൪൨൮ goboon mo- 
൭06൫൭൫൨൦൮൬ bobnomb ൭0൫06൭൬൦, o3d(3» dobooHbom ౧౦౧౦౧ 
0൮൯൩൪൬൮0) og» (De Waal, 2011, 33. 13). 

Bomdomns, md 00൨00൨൬6൫൨ ogodnobn mogobogab, 
M36 Ngba, mndgHomoobgmos, ൫൭൬൭൭0൦6 ൭0൦300 0൬൦, 
hod dob boddgdo 003 hogmomb, ob daba :)൬൮൪)6റ ൪൫൭൨0൮൦൨ 
9000൬)യന॥. 0൦0രദുറനറ modgmpoMosbgm 30 abos, 306g, 
റം yogemabs, లుంట్యరగ్రరంంర్భిల్తుంం bogabagab ൬൦ ൭90൬000൬ 
ob SmgQs@0@03 നറഠ06൫൦൫൨൦റ) ൬൨൦. 

od bodooghmdm gybeobomgab, bmp ,009360»- 
൫൨൦00001 ൬൪൫൪01" (100 60060൨൪൦ Wodobsbooogdge0 ngm ob, 
hod door yhogengbodob, 05333 Omamné od గ్ర్రరిలైం0 moe hb, 
gobo 600൬00൦0, ൭% goohbeEs b536039660636 9330»bo9o- 
3700 gobommgds. g3mbmdngy&o 0060006൮൪0 bogydgmg- 
dob sH3me@bob dnhmdgddo 30 9൦൦൦30 ygqqmd9 ogaao ogo 
యం౧రిరగుగ్రంగు౧ం౮ m౧ 6000൬൬0000 355056539»: ന്റ ൭൭ 
030 dod60b 09൦0൬0൮൪൨൪ po doo qode»3aob 0൨൫0൦൭൬൪൨൪ 
6౧069000, 9൦൬൪൮൬ రయం 360909360 gododooomydqm 
00000൦൦൬ ൬0൦൫൦ bobgmdhfogob dodbodaqo360 ൭൪ 55633» 
93౧00౧౧30౮౧. 

0൦0൦൦൬൦0, Jongg 1.0. ,,൬റ൪൮൪൫൦൭൨൭൧റ)൬റ0॥൦" 
bodpgnm ൬൪൪൭൭൫൦൪൨൭0൭൬ 0൯൬൭൨൨ gobbbge09900 adodo 
0൬൭൩0൦൭൯൦1, ൫൯0 ന്റ൪൪൦൭റ൭00൪4റ j56033«390b5030b 
DO ദ്ൃനഴ്യറന്നം gzmbmdazab గ్రణల్రరింర్యీ ൬൦6൪൮൬൦ dgabg- 
ന്നറ ൭൭3൭00. bobsdogom do ൬൨൪൮൭൦൪൨൭0൪40 0൦൦൦റ്ൂറ്ധ 
93൩0൯൩0000 ൭6൫൯൬0൨1 d36o09930bo30b nym gedemygbgdye0 
(Papava, Taphladze, 2015). 

40390033 gb agodmggb od qob33bob goaqmgdob bo- 
dyomgdob, ൫൯0 Joho yma mndghoeooboddo magaba oéobom 
sab റേരദ്ൃതറ (ററ 565533cbo003360 നേനററ്ററും. 
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g305cdo3360 ds60dndngnddob mgombohobo dogomoob 
0൦൫0൯൩൦൬൭0 363909g6-dobob(jó മറന൪മറ 3gn%n30d30moab 
dog» ౧౦౧౧౧6్య్భల్యాల్లుం ,,doogémdab 4-్యర0గ్రథ్రంం00 agado“, Omdal 
ററ: 1. gambedogyhoo ൭൮൮൬൭൪0൦; 2. goboomgdob ర్య- 
mda; 3. ററു്ദൂറധറ 0൯൯൪൦; 4. 90൦0൦൬൬൦00 639068». 
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ററ 1 daba Bogopn pobobymgdob 600റ)യാറുഠയ 
(oo0ggobgós dbmmme Ed dbmmmæ 60000000 23506530539- 
൬൭൪൪൭ 6൯൭00൨ goe@oboboe@obogeb, 6൯൭00൨ 690b39b0റ- 
൪റ% 619൦03300൨. 900൫0൨ 2-0 dobge@3nm, 36o09o93b03e»0 
൭൦0൦൦൬൪റ॥ 601000൦0 (0൨0൫0൦ 060 somes bHogmagdob 
൪൬൭, oby bodydomdg ൬൭07൬൦൪൪൮൬൬ do~eamded5, Omdal 
൦൦0൦00൦6, bobHogm9dgmo po 303650360 Codboddgdogq0 
Joamdmago@ gobsbemmHy309m9d9b bobhogmm 090൮൭൪൦901; 
000300൨൫൮൫ agoboomyds 30 ൪൪൨൮0൫൨൭൬൨ ౧౦౧౦౦ 
93൩0൨00900 ൭൦0൫൯൪൪൭൨3 1൦90൨0൨൪00, Moy 110൬൦ gedm9- 
mabogh 660൨0൨ 6൦80൮ obomodob adao. 61100600 3-b obo- 
00൦൬, 930400 bagnando 0൯൯൬൪൪൦0 0൬൨ zbo daghgob 
jee»edgóobs po | നന്റന്നററര്‍റ godH9d3e@ gobodgbnobgdob, 
గగ్ర్రిం౧6గ౧6౧౦ ൬ഠ0൦ദൂ9300൭ഠ)൬റ 0൦0)0൦0॥:4൩0൫ഈ Jbgmab avb- 
390൦൦൫൪൦, Hodmab bomma 6000൦00൦ bofomoogqmm goboqb 
mobo [10൯001 ൫൫൨1൫൬൬റ 0304900൦. 00000 4 30 ajmobbdedb 
00൦0൦൬൬൦൪൪ 0൮0000൦0൯൪ 0860൬0. 

00010൦൫൬, ൮3ന0നര്‍റൂറ ൪൭൬൭൨ 100൫൪൪൨1 ദു൦0)- 
390൦൦൫൬൪൪1 godeo Jgqqyobo ൮0൪൦ 001010 6൪൨00൦൭൮, 30063 
M0390 odhotdergdb, Hob യമായ fmgdob 355053000590 
0000൫൨ 00000൦൫0 bodyo~mme 3-296 ൭൬൭0൦൫൪, bom 
00൯000൦൫൪൬ zomomedo (00030), mgMH3 bobyhboonm 
z omonda) റഠ00േര്‍റ്രൂനറ 8HMEO7IR00 bodyommo 80%-ob 
൭0൮൫൮൦. dpa bLofoHagqmedn ohodhoHodogdmyHo qo 
00൪൬0൩൮൬൭൬ 9൪൩000൦6൪൬ 33«bodoa0b do~gmn hodo- 
goodo (Papava, 2015). 

90 0൦൦൫൮൪൭0 dc9393€»0 8089000 ര്‍റേരദ്ുൃനറ boda 90000 
deaog@qbo@ 0൮൬0 ന ofbgdymo 60000000 മൂ0ദുറന 
© J00b, bbas 100989000൦, 000609൨൮൪൨, ൫൮2൫൩൪0൮0൨ wo 
096൮൬0൨൫ oohgbhgoqmgdgdab Jbgmab goqQomamgdob. bod- 
10൦൪൭൬, gb 600600൨0 ൭൭ »&ob 6093b(0(393«»0 Iodogmob 
03൩0൯൩0000, ദ060൯൬, ൬൬൪൦൪൭ ൬൦0൭൪൬ g3mbedozob 
homo 100൫൪൫൨1 90000൪1൦ po 3553005630503. dodo- 
0൬൭0), ,dooghmdob 4-3ybdgnobn agado“ bomb dayhymob 
bofoogqmedo bb36393«0 ൭0%0൭04ന൮൪൬൪൨ wo adog- 
യ൪നുന്നഠയ 0൨000൦6൮൭൨ 330bo9do30b dmgogmab d3656- 
D3639»-2559(530(39»b. 

od 398900 9൬൦0 600160 ൦000൦൬, റ gotogdeob 
pognb ൦00000൫൫ 60൮0൫൦൭൭ boob 93760൮0൪0൯ boda- 
00൫6൫൯, hoy ൦63൦6൭൭൬ godebody~ obj3663bo» gamba yb 
0൦൫0൯൦൬൭00. dmagnobgdom 30 gobommadab po 900060൮൪൨൪ 
bodobobyóooob ൭4൬൮൭൭൬൭ ൭൮൬൫൮൭റb% po 00൨6൫൮ bodobob- 
൫൫൦, ൫൭9൭ ob~moeodgddbomo 900006൫൫ Ha emo bodohoog0 
Boboe@s. 60൬0൦൬, 006000 ,ddohogqmmdal ൬0000൦0൯൪൮ 
൭൦00൬൦ 96൦00൨൬൬൦൬ 3553bo060030»3930»0 യാ0൨൦. 

0൦൭൫൯൪00 4-dybdgnobn agado“ ൭൭൨൪ 330bo09035do 
8Hadadogabhyz~mo dJowagmdob mgombohnabm bodydo (Papava, 
20170) യം ob 3309609803360 606000൬6൪൨ ൭൬0൭0൦൪൬ 
bog jdgmgdbo3 30 383e»393e»goo)b. 609001൦൬00), 100000 
dahaga ൫൨൦00 oHogambedogyoro smmodngo. 

33050003360 dodadagoddob 30093 ൮൬൦൬ dj3ognm గ్రం- 
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0൯0൦൫൬൬൮0൦ 2015 റയ bojohoggmmb gambemdogabo po 
0൮൭൪൫൦൬൨ gebgnmom dob ൦0000൨൫൫൨൯ 0000൯൪01 36o35(- 
Bo300. od bodobabhHmb obogoodng0m 3»bbo60093q353e»0 
bogjoot0 dgbmdab 3౧30౧803౧౧0 daoghmdod doopo 9,45 
0റ൬റന0 odd ൬൬൦൫൨. d36c90b obomdo dgbo 330690, Pobydം 
9൬000000 ,Jyee»obado" aoobgao(jo od 010൨൪൭00 ൦൫00൮ 
aobbbo. 

0030 90000066൫൩ shngohnd8oR00b 00009) ౧౦౮0 
900൯൪൦0൨ OrHho (dgbs330 653b sdobsoaob 00൦0൦00൨ Job 
owned), bobad 010൯൪൦00 0൦00൦6൫൨ ൭6 gohbeoo. 0൦000൨ ദന 
6౧06౧6౧౦ 3594]0653393«0 bob36o jmddobnnbomgob g3mbemdo- 
30b 0൦0010012൫6൫൯॥ deos 29 0dob goe@obeoo, 600൯00 agmo 
po oboma 6100൯൪൨0 q»4065339». 

bodobob(o35ob 0000൯൪01 3»goq3» od 00000൦, ൭൩d od 
900൩൪000 b»b(530650390 gobbbnmoym, 206 300933 ,bo30M- 
bom ho deodhomdab” dooghmded Dsdeopgo, odgo 0൦000 
896 ഗുര) o boc joo ൫0൭3൧൪൮൬൬ 0൦000012൫൫, 
യാ 600 bE_dmeoEs 610൯00 pomo daba 003൭0൪൭001 
00000൦. 0600൪൬, 2007 Pab bogmal daymbgmdab bodobal- 
൭൬ aeqeoggobgb bobgemdhage bogjmegdodo ൭0൫൬ bbao 
900൯൪൦00, buma ൬൪൨൨൨ bodobabhHmbomgab 906 ൭60൬0 
oboma 00൯൪൭൦ po 030033 అర్రులు 63൬൨. 

2015 000006 dmyou dye boJomog gaol 93beo- 
ററ po dogHs@0 gobgnmrQgd0b bodobabhHob ba330»60 
9000൯൩൪൦ ൭൪ goohbno po deb 0൬൮0൦ bbgopobbgo 600൯000001 
(9d065339» bodobobjHob ൭3000൫0൪ gobbomoghgdmoo. 

dooghmdab dagon 100൬൮0 yo3moe@ yodHoms qo 
190൦0൦ 010൦033൦0൨ 000൬൮൪0൦ Jggobogh, hmm bo- 
రయం 3b93¢0-d0dbgbo (Papava, 2017a). 


0003360 Cod 6930096000900 


sog3Mbedogy60 somazab ydoogé bo bogydggmn 
o 0b 33cbcodo3360 ര്‍നേതറററുറ g2beodogy60 d335036390o»b 


യാദൂരറനറ)൪൦. ൦96൦, 063 ob d390b333»» godeomngbye0, Sogo 
ob 330500053360 d355o3639ob do36 3553930 63൬൦൮൪൬൭൫0- 
900൦ ദയറ, ob dob 236» 300033 అర ofab d3bpoaeoc»o gbo oy ob 
99൩0൯006 dmaemgbo, ob 0൭൬൨. 600000001൬, (00൬൨0൬0൦ 
౮౧౧33౧ deogadogzoal bodo dodo. 

0൨109000൫൬ bojohoggmmb 33050903360 63- 
QOH dod dob 1൭6900 305303 ഠരമറനറ 30൬0൬൦ dgbodg (ററി 
൦൭൦9൬0൯0൨൦ smmondogob, ൫൦൬൭0൦ 9൭൫൦൦0൭൬) 330- 
0౧౧౦౧౧౧౦౦6 0൦0൦0൫൨൪: goe@obgmoab 9൬0൨0൨൮൬൭൨ 093060», 
mamé ൮൦൨, ൭൭ ൭൫൨൮൪൪൬0. 

93Mbmdn33h౧  3»55300»6350b 390309 36533993 zo 
bofohagqmedo 32(96393«»0 oHoggmbedogyHo 3oe»ofjo3» 
ago റേരദ്ദൃതറ (ററ, 6c» 330bo9do3360 3oqooa3ob gob- 
dbodogHqm0 3o6390 yaymagmymmobgb 330509003360 
0൫00൮൭൪0 ൪൭൪7൪ ൬൮൪൮൬൭൪൭൪൭(3 30. dab 309380 ൭൭൫ 03 
0030൦൦൭൬ od ര്‍നനറററൂറ gobdbodogh qm 3o6939ob o6- 
36 9boobosq»09do ago. 

«030336» 060൦൬൮0൦ 300ba3» adab dgbobgò, ory do- 
dogomda ൪൦0൬൮00൬ 3560 നരാദ്രൃന്ാറ »65330bo0903360 dma- 
dagal oboma 6൫0൬൨36൨10. 

sHog92MbedogjzHo smmoadngaboged oggab గ్రంరురిగ్రిం 
00൩൦0൦൦൬ MH bofa~moe@ oymge, bon@sbs3, 3o6393q0 
00൦൭390൫൯൦  gacbodoa360 ajooob shHmggbombomnddns, 
നന്ന 00൬൪) 30 - od ൫൬൪൨൯ 19൮6൫൭൦0൩൪ bognbsbbes 
00000600൦0 03റയ൪ന moboddHodmmdos. Ho od» :)0൬൦, 
00൦൭390൫൯൦ ൫൬൮൮0 36co3boobse»oódo»b 6൫൦൦൬ »6»- 
bojmgd dbadgbgmmgobao bojohoggmomb ൪നദ൮൬റ dobz0b 
b9e»ddoa»b3e»o9ob sHoggbomboenddo3, అణర్భిల్లుం ob999 
oes ngob boghmsdmHabo bognbobbo റ010600006൦൦0 
dàoq o moboddhodmmdom 2505363930. 

SIQOM IMO bodgobsebdgen, Hed 33050903360 ðm- 
e»ofjoaob dgdydoggdobob ൮9൬0൯00൬0൨ 0110006൮൪0 doop333- 
dob മതര oABaM|dCo@ goboogomobhobgdgeoo ayemd job 
൬൭൦0൫൪൭൨ (Bedianashvili, 2018a, 2018b; Tambovtsev, 
2015, 2018), ൭൭൫ 33€»330b ൭൬3൭ bogobb 0൭൫0൪൪൬൭൭0. 
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SUMMARY 


It is not so uncommon when the main deterring factor 
of economic growth is its politicization. As a matter of fact, 
economic policy is a part of governmental policy and this 
means that the "politicization of the economy" is practically 
unavoidable. The problem is when the conditioning of the 
"politicization of the economy" is the type of economic policy 
that is not based on the achievements of economic science. 
If economic policy is not only distant from economic science 
but, on some occasions even contradicts it with its elementary 
provisions, then this type of economic policy held by a 
government should be called “non-economic policy." Among 
the causes of "non-economic policy," special attention must 
be paid to problems in the existing mistakes in economics, 


in the non-professional economic team of a government 
and in the wrong recommendations given to a government 
by international financial institutions. Post-communist 
Georgia's experience gives us noticeable examples when 
different governments held 'non-economic policies' which 
negatively impacted the country's development. As a result 
of successful economic policies, economic reforms were 
held which subsequently combatted hyperinflation in the 
1990s, achieved macroeconomic stability and established 
the Georgian lari (GEL) as the national currency following 
currency reform. Relevant reforms were completely based 
on economics. The main problem is the rapprochement of 
economic policy to economic science. Achievement of this is 
only possible in the case when economic policy is elaborated 
by highly professional economists. 
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gmhonb oedobabhMog00b dagé, 039, 
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dobaqdob  3(036(503e»0 wo bonbggbgngnm 19000൦0൨൪൨ 
90൦0൦0൦100 godoggbo, Smdgeg 1930-060 Hegdn@eb 
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WogogdnHyo 7m , ൭0൭൭൭ bobg~mdhagmb" deoobmabsbaob, 
Gabaz modghom 760 g3mbemdoz70 somndogob dwn 
0൦൬൭00൬0൮0 ൬൦ ൬൮൮൭ 03033 30900503 410൨൧0. „dodoho 
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Mohan Oobodjogdyeo. 306533«»0, bobgmdfngm ൦0൦60൦0൫൨൪ 
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9994 Hobmdob. Cmamh ദൂ0൯൪റ൬റ൨ dmmmbgma d35bo36- 
03൩0൩0൨1൫൨ wo babge»dpogo dmmgoNg ന. domeghms3obo 
ombodboab: ,00൬0൨൭൯ dog gambeodogob ఉగ్రశితుంఠ్యంంఏ 
0൦00൫0൪൪൨0 గ్రారిథట్టం Es gHmgbye~ d33696309»9do daba dadob- 
00൫0 05636393b(0» ൭൭൮൫0൮00 dob gobgamosmH dob (ന. domgg- 
നെദൂവിറ. bobgmdfngm goodogom 060൨൯൬0൨. nd., 2002, 3. 
36). 090൪൭, 0090൨൫൭൬ 1048൦6൫൩ 0൯൩൬൮൬൦൦ pnp ൫൦൪൬൮0൩൦൧0 
baba bob3e»dpoqo bymoabyaqngdo, 
9699999] h0060 00൦0൦3൬൯൪൦ ൫൦0൦0൪൬൪൭൭. 00110501), „ongo 
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8Homdemgdo, ൭൪0൮൬റ്റു maoro ,,bobgemdhageb hogoebob* 
b960o03e»0 godemgmoabgdoo po dob dgbob_d 0൩30൦0000൦ 
9900000൦ dbaqmmds. mgm ൬൮0൭ b. ൮റ൬റ ൭൬0൨004031: 
൧൫140൩00 baGamdye 3990033033300, ൭൯൭൬൮൦ 090000, 
hod o6 30639306353«»0 0൦൦3൫൯൦൮0൨ 0000൦൬൪0൦0 
റ്റ 633:;«»003000 wo 0606൦൬ doosgHmdob hobmabogqdo 


൪൮൫൮൬൭൫൨൭൭ Jdboob 3063«000b gobosHeEqmoo”. 0൬൪00൮൬ 
300൫0000 09000൬൪൦ ogb3b aobbom amo 9.1. ൬൭0000൦0) 
bge»oba" es ,9daó(333e»o തറ 093060390. 30633q0 
aje»obbdoób 0൦൦൫൨൯൪൪൨1 dog 6323:3«»(0390b 35d093b3- 
bob bog qo 0൨000൦൫൬൪0 ൬൦1൦030൬, 09൫000൮൪0 3563 
393303906 60൦0൬൮൬൬ po ൭.9. 60൩൫ 0000൦ do»36o- 
ര്‍റ dagh GQ xmoyogood ohghgdob 3036o36»600b030b 
0൦0000൦൬൪൨ bohagdm@ol 000൦൬൮0൦൭൬. (Weil D. N. 2016). 
0൮൯൩൦0, bbymymgnmn dooghmds ൭൭ ofbgdmdb. 0౪0 
൭൦൭൨0 10൭% gobbozq;mMH9d00 dé»3»q»6o(boa»bo qe ദയറ 
0൦൦0൩൭൦൮൪൨ 8yoab (Weil D. N. 2016). ഒറ്റ നനമറദൂരംയ d3od- 
൬൮൪൦ aeagoxogb wobasbs, (xd dhogombMnghegobo do»3695ob 
0൫1൮0൩൪൦ 0300൮001 bowodndab 3660-3600 009390». 
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b0b639390b Hodmyomodgdsdo. nga ob999 omgemoabhabyd@o 
od 03049000൨1 gambedoggdab 5360590360 bobab bsbgeodpogo 
൪൭൫൮൬൨൪൧൪൨൫൭൪ aodmogobyqQegdob, ൫൦0൮൦) , 33050003360 
8mmMaozob beggoo~moabdgd0 ൬൦൭൨൮൫ ൭060൨൦00 po donn 
d6b33e»390 3൦000൫൯00൨ ൬൪൫0൦൬ oygb9b യ൪6-0൪൮൬റ 
odado, hod ॥)൯൬൫൮൬ dooghHmdob ൦൫90 g3mbeodo3odo 
00000 33cbo903360 ൪൭൭൦ po dmobgabo 1980-nobo Hengdob 
൨൮൫൬൪-൮൬൭൨ bogabsbbe (bogomm) 36090bob 36030906395" 
(Rodrik D. 2017). 

൫0000൫൬000 3nobgbbybob“ 0౧౦౦6 jgmbodabdyqoo 
od dmma—ozob donhb9g@b9b 33050903360 6060006൪൨൪ 
൫൫൦൭൬൮൪൦ 00౧6 0൪൭൫0000൦൬ (Rodrik D. 2017). 

൫0001൫൬000 ౧00000౧" o5 amgomoabhabgdo obbo- 
0309906 മയാ നെന്ന ൦086൫൩ 6൮൯൫0൮൪0൮൮ hob- 
0൬000, ൪൯0൬൮ 356303 0൦൭0൦൫൮0൨1 80౧00039 0060൬ horma 
ago po 60g dgdobgggodn HaQmedohmmos dagh gobobrmn 
00000001 bofobsomdeogge 90൬൮00 ౧39300. 

dbmgmnmdn a6539:«»0 03360 dogomomn@ob 930dq»35» 
dó3e(jo0sgoob 0690609൦ obsbgmegh, ൭൯൪൬൨൪ 9303350 
badec039e»0do dogoogo bobymdfogomb b5330630»do dyo- 
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doq»0(j035do 366335«»06939q» 350336b5q»360 dowgmde, 6o- 
damag 99൦6൮൩൬൦ 56569333e»0639»qoo (,09»305395c»0" ) 
൭൦06൭000 Homa 3»093569393e» 60൮0000൦. ദന്ത 
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00000൫600൨ 30 036090o3e»o 3056634530350», ൪൪൩൪൬൮0146 6390590360 
gmhdob damgdo d33de»os. 0൭9൦൭൪൭൦ qe 305665465390 ൦൫൨൮൪ od obb(o- 
൫30000൨1 9390583 dbndgbymmgobn ൬99900900 (S. Naidu, D. Rodrik, G. 
Zucman, 2019). 
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റ 9aobodo3360 dmmngn3o gob@o 2007-2009 Hengdob 
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hp ൭001 godeo 0090൬൦ 01൫൯൪൫൨൭0൨ „onapo ൭44900 bo- 
00൬0൯൬൮00൦. ൫൦0൭൮൬൭൮൪൨൭ boða 00000൦ gobobb-y0 
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൬൭൪൭൫൮൬0൨൭004 60൦1400൦ ൯000016൨ ൪൪6൭0001 dob-ybob- 
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60309089 domo ൬൪൨0൫൫0൭. ൭103) oHbobymoo gont0H@o 
൭൨60 006౧000. modghHomodogoobs po (936932330063- 
dob ദുഠഠനററ)൭റു൪റ൮ 60൪൨൭൦൮000 dgbododobdse റ0100൫൫000൦ 
396 dgdengh ൭൦0൦0൫) gabsdbyMo ,9:30(5390b" [൦൫0൯000൪ 
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൦൬0000)നറ qo Hongo bbgo 0303൮ 60൯൦൬൮00൬0 g0de- 
0൬00൦൭, 390x099» qob33bs: „ob, bobo bymmndgmomoddb 
൭0൯൬൮൭00... 330650903360 61600060൪൨ wognbge0". നന്ന 
50 5e»330»390b gobdog~mdsdo ൬൯0൨0൨൭0൦൬ 33050903360 
നേനററ്ററൂറ 53360 aE Je oH ൭൦൭൮ qob5030353q»0 bpo6o 
൮ന0നര്‍റൂ൬ൃ൪റ 306000 wo ൬൭9൭960൮൬൨ 563393663900 
(S. Naidy, D. Rodrik, G. Zucman, 2019). 


»939ee9360b goyo@gee dgbodmgdgmn babeabob goo". 

^ dogomone@, bodgmoab 3639oob ൬൭൮൪൭൭൫൨ a. bhogmogo ombodbosh, 
hod 2010 [ന odd-do 0൪൮൭൬൦൦൦ 1% gmmdee od Jaqybob GDP-b 
20%-b, dodob, hoo boda »033e»o ന്നറ Hob gb 6൦900൪൮൬൬൨ 600൪൬൬ 
1276-b dyopggboo (A. Cturauu, 2015, c. 16). 60600൮0൮ od60m, 
joobobhotodod od 00൦൬0൦ dnsohoo, 630080 ౦6 doh 06009994 hoobo0, 
൦൫൭0൬ 930bo98o3360 a»b300»6390b നാദ osdH3mmM|do@ gopondgo 
(D. Crurnnu, 2015, c. 16). 030 95333 036b, Hed 86560 బయంరింత [అథ యల 
യാ ,JZ@oH0 3305o0do3360 3oq»ojo3s, ൪നര്‍റൃനററയ od 60൬൦൭ ൦൮൩൪൪൨൧൦ 
യാ 00309»03039b 39956395, »$36b36b bodmg0em9dH09-J3mMbemdn346 
à6og(9bb" (J. Stiglitz, 2012, p. 4). 
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൪00% aododoqnddob ൫൭3൪൫൭൬൭൪0൪ dbmgmomb dhodhog- 
mog y39mo Jgqyobodo" (Economic Report of the President. 
Washington, 2000, p.215; Nicholas V. Gianaris, 1996, p. 
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SUMMARY 


State (government) intervention in the economy has a 
long history. This issue has become especially crucial after 
the formation of the market economy. The cyclical (uneven) 
nature of market economy development determines state's 
intervention with various levels in certain periods. the role 
of government in economy is getting more important in 
recession and crisis periods and it is becoming less important 
in a period of the normal development of the economy. 
The most obvious proof of this is the global financial and 
economic crisis of 2007-2008, that has been overcome by the 
active anti-crisis policy of the State. The government's role 
in the economy during the post-crisis period was relatively 


weakened. Globalization significantly changes the state's 
economic role, but it does not nullify it. Nowadays, the 
relationship between the state and the economy is crucial 
and beneficial for both sides. 

In the modern economic system the state has one of 
the most important parts of the market economy. Unlike the 
private market, which is determined by the profit and-loss 
categories, the main objective of the State»s economic activity 
is to maximize welfare ofthe entire society. Governments of the 
countries participating in the globalization process are not able 
to carry out economic policy without taking into consideration 
the interests of the global members - international financial 
and economic institutions, transnational companies (TNCs) 
and regional unions. 
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INTRODUCTION 


In the context of the reform of public finance manage- 
ment in Ukraine, the need to form an effective debt policy 
of the state, including mastering the main methods of public 
debt management, such as monitoring of the indicators of 
state and guaranteed debt of Ukraine, is important. 

The monitoring of public debt is a process of constant 
monitoring of the indicators of state debt in dynamics and in 
comparison with the main macro indicators, which allows to 
assess the quality of debt policy in modern conditions. 

The purpose of this article is to monitor the indicators of 
state and state-guaranteed debt in the context of the need to 
ensure the sustainability of public finances. 

The subject of the study is the practical aspects of moni- 
toring the indicators of Ukraine’s public debt in the conditions 
of ensuring the macro-fiscal stability and improving the qual- 
ity of management in the field of public finances in Ukraine. 

The object of the research is the process of forming the 
state debt of Ukraine. 

The theme of state debt is paid to the attention of a wide 
range of foriegn and domestic researchers, among which the 
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most well-known works are A. Auerbach, W. Gale, A. Krupkin, 
T. Bogdan, V. Lisovenko, O. Horn, L. Sidelnikova, V. Fedosov, I. 
Chugunov, and others. At the same time, the question arises 
of the need to introduce monitoring of public debt indicators 
on a regular basis in order to implement effective tactics and 
strategies for managing public debt in Ukraine. The analytical 
report "Debts: time to take and time to give. Global Trends 
and Challenges for Ukraine "[12] focuses on a comparative 
analysis of fiscal parameters and debt load in different coun- 
tries, the issue of external debt in Ukraine. 


RESEARCH METHODOLOGY 


The methodological basis of the writing of the article be- 
came the general scientific methods of cognition (dialectics, 
analysis, synthesis, systemicity, analogy, historicism, system 
analysis). The article uses the generally accepted methodolo- 
gy for calculating the main indicators characterizing the state's 
debt policy. The method of expert assessments analyzes the 
condition of the state debt and prospects of its servicing in 
Ukraine. Statistical and analytical methods have been used for 
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the processing of statistical data on the study of the dynamics 
of indicators of state and state-guaranteed debt in Ukraine. 

The sources of information were the materials of the 
Ministry of Finance of Ukraine, the State Treasury Service of 
Ukraine, as well as the Budget Code of Ukraine, laws and reg- 
ulations of Ukraine relating to the budget sphere, scientific 
works of domestic and foreign scientists. 

Further research with the use of expert and documen- 
tary methods of the consequences of reforms to ensure the 
quality of public administration in the field of public finances 
in Ukraine and the identification of its results will be required, 
as reflected in the following publications. 

In the context of representative democracy, the taxpayer 
as a user of public services and as a citizen is mostly inter- 
ested in three things: the number and quality of public ser- 
vices and their value personally for him. Measures, methods 
and financial instruments that ensure financial stability and 
welfare in the country are the competence of public financial 
management bodies. Their main task is to establish a clear 
relationship between the level of satisfaction of public needs 
and product indicators, costs, efficiency and effectiveness of 
the use of budget funds, as well as provide the necessary con- 
ditions for optimizing the debt burden on the state budget. 
The borrowed funds affect the processes of economic life of 
the state, may act as a tool for revitalizing the socio-economic 
development of the state, and, conversely, as a factor in the 
strengthening of financial risks, which adversely affects the 
ability of the state’s financial system to sustain and ensure 
sustainable economic growth. 

The need to finance the budget deficit causes the ex- 
pansion of the state’s internal and external borrowing and af- 
fects the growth of government debt, but significant budget 
expenditures, deficit, and public debt are not in themselves 
destructive factors of the economy. 

In the opinion of the well-known economist J. Stiglitz, 
new jobs and economic growth do not arise if they release 
workers and reduce public spending. Taking advantage of the 
tactics of a radical cut in public spending, US President Her- 
bert Hoover "broke" the stock market crash to a great deal 
of depression. Regarding state debt problems, J. Stiglitz re- 
calls the fact that a decade ago, when, at that time, Federal 
Reserve Chairman A. Greenspan was concerned, the current 
budget surplus could cause the payment of all national debt, 
which would complicate the implementation of monetary 
policy, in particular the sphere of raising (decreasing) the in- 
terest rate, through the sale (purchase) of treasury bills, but 
if there is no public debt, then there will be no government 
securities to sell and buy them ( Stiglitz, 2015). 

Consequently, J. Stiglitz believes that the traditional ap- 
proach to the need to reduce the size of the budget deficit, 
the implementation of measures to reduce costs, radical sav- 
ings does not improve, but worsens the financial condition of 
the state, as the aggregate demand decreases. At the same 
time, the enormous amount of the budget deficit and debt is 
a signal of the need for fiscal consolidation measures, but it is 
not clear what fiscal policy can be most effective. 

In the book by J. Stiglitz ( Stiglitz, 2012), the author iden- 
tifies three strategic directions of government action that can 
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have a stimulating effect on the economy while maintaining 
public debt attention (Table 1). 


Table 1 
Strategies to stimulate the economy in the light of 
public debt 


Strategies 





Content of strategies 





1. The state may borrow today to invest in 
the future - for example, to provide quality 
education for the poor and for the middle 
class, to develop technologies that increase 
the demand for skilled labor and at the 
same time ensure the protection of the 
environment. These high-yield investments 
allow the government to pay off loans 

at a very low rate. The return on public 
investment is quite high, as it is possible 

to attract credit resources cheaply and for 
a long time. Today there is a demand for 
government securities - treasury bills at 
interest rates around zero. The strategy 

of investing in the country's future in the 
medium or long-term may reduce the 
national debt, but in the short run the state 
will borrow. 


Government 
borrowing and 
investment 





2. Taxes themselves slow down the growth rate 
of the economy, but spending stimulates 
them. A balanced increase in taxes and an 
increase in budgetary expenditures leads to 
GDP growth. If the current deficit remains 
unchanged, it can be argued that these are 
measures that stimulate the economy. The 
magnitude of the growing GDP that comes 
from increasing taxes and expenditures is a 
multiplier of a balanced budget. At the same 
time, GDP growth can be two to three times 
higher than public spending. In the medium 
term, while the budget deficit remains 
unchanged - the debt of the state decreases 
because of the increased tax revenues from 
high GDP growth. 


Balanced Budget 
Multiplier. 





3. Stimulating the economy within the limits 

of debt and deficit - which works, even if 

the state can not increase their total size. 

You can take advantage of the degree to 
which different taxes and costs stimulate 

the economy, spending more on programs 
with large multipliers (where each spending 
dollar produces more total GDP), and less for 
programs with marginal margins. The strategy 
is based on the feasibility of raising taxes on 
the very rich citizens (including increased 
taxation of passive income), lowering taxes on 
low-income citizens. 


Stimulating the 
economy within 
the limits of 

debt and deficit 














Source: compiled by sources based on sources (Stiglitz 
2012; Stiglitz 2015) 


An effective public debt management strategy in 
Ukraine is a good combination of alternative debt and non- 
debt sources of financial and credit resources used by public 
authorities to fulfill their functions and is based on the ben- 
efits of each source and the elimination or mitigation of neg- 
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ative impacts. At the same time, as can be seen from Figure 
1, non-tax sources of financing of the national economy in- 
clude: taxes, non-tax revenues, income from operations with 
capital (including sale of land and intangible assets, transfers 
from international financial organizations and foreign govern- 
ments (non-repayable financial assistance ), reimbursement 
of budget funds from deposits, proceeds as a result of gov- 
ernment securities sale, foreign direct investment, privatiza- 
tion, disclosure and disclosure by law enforcement of corrupt 
means of shadow sources, including illegally appropriated 
budget. 

Debt sources include funds from government domestic 
and foreign borrowings. The implementation of financial pol- 
icies for the rational use of domestic non-monetary and non- 
debt sources can significantly reduce the dependence of the 
country, in particular on external creditors. 


Fig.1 Alternative sources of financing for the develop- 
ment of national economies 





Non-debt 


D r 
ebt sources ees 


Corruption fund 
s 
revealed, Money back from 
Shadow Schemes 


Direct investment 


internal borrowing 
Privatization 


External borrowing 


Taxes, non tax i 
z - receipts 
budget, capital income, dtu 
(financial assistance) 


State debt directly or indirectly affects almost all ar- 
eas of the functioning of the country’s financial system, its 
economic security. Important components of public finance 
management are monitoring public debt and assessing the 
level of debt security, which involves analyzing the aggregate 
of indicators (Auerbach, 2015). 

The list of indicators, their critical importance, as well as 
financial security measures are determined by each country 
on the basis of its own economic experience and under the 
influence of new internal or external threats in any sector of 
the economy and finance, based on the recommendations of 
the international financial institutions(Auerbach... 2018). 
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Underestimating the importance of choosing the crite- 
ria for assessing debt security in the management of public 
finances and determining their limit values leads to a de- 
crease in the effectiveness of the management of financial 
resources of the state. In modern scientific financial science, 
the problem of choosing methods for constructing a system 
of weighted indicators, their adaptation to the requirements 
of the current level of economic development is sufficiently 
thoroughly considered in the works of T. Bogdan, V. Kozyuk, 
V. Lisovenko and others. 

Proceedings by T. Bogdan are characterized by a sys- 
tematic vision in assessing the risks of debt financing of the 
budget deficit, threats to external lending. It determines the 
most informative and significant indicators of debt security: 
state and state -guaranteed debt in% of GDP; state and state- 
guaranteed debt in % of the state budget revenues; gross ex- 
ternal debt in% to exports of goods and services; repayment 
and servicing of public debt in % of budget revenues; repay- 
ment and servicing of long-term external cumulative debt in 
% to exports of goods and services; short-term external cu- 
mulative debt at maturity in % of the international reserves 
of the country ( Bogdan, 2019). 

During the last decade, conceptual approaches to the 
methodology for calculating the level of debt security of the 
country as a component of financial security in government 
regulations have changed several times. Table 2 provides a 
comparative table on changes in the list of debt security in- 
dicators in the normative documents of the Ministry of Eco- 
nomic Development and Trade of Ukraine (2019). 


Table 2 

Indicators of the level of debt security are defined in 
the orders of the Ministry of Economic Development and 
Trade of Ukraine 





Indicators of the level of debt 
security in accordance with 

the Order of the Ministry of 
Economic Development and 
Trade of Ukraine «Methodical 
recommendations for 
calculating the level of economic 
security of Ukraine», dated 
29October 2013 No. 1277 


Indicators of the level of debt 
security in accordance with 
the Order «On approval of the 
methodology for calculating 
the level of economic 

security of Ukraine», dated 
02.03.2007 No.60 





expired current 





1.The ratio of the state and 
guaranteed by the state debt to 
GDP, percents 


1.The ratio of the total public 
debt to GDP, no more than 
5596 





2.The ratio of the total 
external debt to GDP, no more 
than 2596 


2.106 ratio of gross external 
debt to GDP, percents 





3.The level of external debt 
per person, no more than 200 


3.Average weighted yield of 
domestic government loan 





dollars USA bonds in the primary market, 
percents 
4.The ratio of the state 4.EMBI index 


external debt to the annual 
exports of goods and services, 
no more than 7096 
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5.The ratio of official 
international reserves to the 
volume of gross external debt, 
percents 


5.Interest rate relation with 
servicing external debt to 
annual exports of goods and 
services, no more than 12% 





6.The ratio of total payments 
for external debt servicing to 
the state budget revenue, no 
more than 20% 





7.The ratio of domestic debt 
to GDP, no more than 3096 





8.The ratio of aggregate 
payments for servicing 
domestic debt to the state 
budget revenues, no more 
than 2596 





9. The ratio of government 
debt to government gross 
domestic product, no more 
than 3096 














Source: compiled by authors on the basis of the Ministry 
of Economic Development and Trade of Ukraine (2019) 


In accordance with the Order of the Ministry of Econom- 
ic Development and Trade No. 1277 (expired), "debt security - 
the appropriate level of internal and external debt, taking into 
account the cost of its servicing and the efficiency of using 
domestic and foreign borrowings and the optimum balance 
between them, sufficient to meet the urgent socio-economic 
needs that does not threaten the sovereignty of the state and 
its financial system", the list of indicators is an integral part of 
economic security - debt security includes five indicators list- 
ed without indicating critical limitation: the ratio of state and 
public state-guaranteed debt to GDP, percent (the amount of 
state and state-guaranteed debt, million UAH / GDP, million 
UAH x 100); the ratio of gross external debt to GDP, percent 
(gross external debt, million USD x average exchange rate of 
UAH to USD / GDP, million UAH x 100); the average weighted 
yield of domestic government bonds (hereinafter - OVDPs) 
in the primary market, percentages; EMBI (Emerging Mar- 
kets Bond Index) + Ukraine; the ratio of the volume of official 
international reserves to the volume of gross external debt, 
percent (the volume of official reserve assets, million USD/ 
volume of gross external debt, million USD x 100). 

However, in defining debt security, emphasis is placed 
on the level of domestic and foreign government debt, the 
cost of its servicing, the efficiency of the use of internal and 
external borrowings, which are not fully or completely re- 
flected in the approved safety indicators, which needs further 
refinement. 

While paying tribute to the scientific work of domestic 
and foreign scientists on this issue, it should be emphasized 
that there is a need for further study of modern methods of 
debt analysis in Ukraine. In our opinion, the content compo- 
nent of the main indicators of debt security should be the 
following: 

1) the proportion of state and guaranteed debt to GDP - 
is one of the most important indicators of the state of public 
finances, allows you to determine the impact of debt obli- 
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gations on the macroeconomic balance of the country as a 
whole, provides international comparability of data. How- 
ever, this indicator does not, in essence, reflect the quality 
of the debts of the borrowing countries, since among the 
high-debt countries there are sufficiently strong developed 
countries with stable economies and attractive conditions for 
foreign investors; 

2) rates on debt instruments (value of loans) - the cost of 
borrowing as a weighty indicator in the system of public debt 
management; 

3) an increase in budget deficits and public debt - re- 
flects the size of the need to finance a budget deficit at the 
expense of internal and external financing, forming a public 
debt; 

4) the share of state budget expenditures for servicing 
government and government-guaranteed debt - reflects the 
credit burden on the budget, its value for all taxpayers and 
characterizes the size of the state's lost opportunities in fi- 
nancing education, modern technology, defense, social pro- 
tection and social security, infrastructure objects and other 
areas in the annual budget; 

5) the share of external and internal debt in the total 
amount of the public debt, the value of this indicator, as a 
rule, indicates the defined priorities of the state debt policy 
regarding the sources of financing the budget deficit, taking 
into account the conditions and the price (interest rates) on 
credit resources both on the domestic and on international 
financial markets. In addition, it determines the dependence 
on external creditors, for example, of borrowing countries' 
obligations to fulfill certain conditions for obtaining loans, in 
particular, another tranche from international financial insti- 
tutions; 

6) the share of short-term, medium-term and long-term 
loans in the state borrowing portfolio; 

7) the ratio of external debt to exports; 

8) the ratio of external debt to gold and foreign exchange 
reserves. 

Good governance of public debt can be a factor in in- 
vestment and innovation growth, improving welfare. Moni- 
toring can cover the characteristics of a wide range of credit 
relations between actors. 

In accordance with Article 18 of the Budget Code, the 
total amount of state and state-guaranteed debt at the end 
of the budget period can not exceed 60 96 of the annual nom- 
inal volume of Ukraine's GDP. In case of expected exceedance 
of this limit, the Cabinet of Ministers of Ukraine immediately 
addresses to the Verkhovna Rada of Ukraine the permission 
to temporarily exceed this limit and submits for approval the 
plan of measures for bringing the total amount of public debt 
and guaranteed state debt to the established requirements. 

However, in the period from 2011 to 2016, the state and 
guaranteed debt in relation to GDP increased rapidly from 
35.996 to 81.096, with peak growth for 2013-2014 (from 40.196 
to 70.296, respectively , as shown in Table 3, Fig.2). 

In the table for state and state-guaranteed debt, the 
data is shown as of 31.12 (i.e. in column 2013, data are re- 
corded as of December 31, 2013), and for GDP is indicated 
for the whole year. 
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Table 3. State and state-guaranteed debt to GDP 






































2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
State and state 
guaranteed | 316885 | 432235 | 473122 | 515511 | 584114 | 1100564 | 1572180 | 1929759 | 2141674 | 2168627 
debt (total 
(total; +36.4% | 49.596 +9.0% | 413.396 | 488.496 | +42.9% | 422.74 | 411.096 1.396 
Gross Domestic | 913345 | 1082569 | 1316600 | 1408889 | 1454931 | 1566728 | 1979458 | 2383182 | 2982920 sica 
Product (GDP) 
+18.5% +21.8% +7.0% +3.3% +7.7% +26.3% +20.4% +25.2% +19.3%% 
cs 347% | 399% | 35,996 36,6% 40,1% 70,2% 79,4% 81,0% 71,8% 61% 




















Fig.2. State and state-guaranteed debt of Ukraine and GDP in 2012-2018, UAH 
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Source: Own calculations based on Ukrainian Ministry of Finance (MoF) data 


The reasons for the sharp rise in debt are excessive 
growth of government expenditures over the growth rates 
of government revenues, raising funds in order to maintain 
the stability of the national currency and ensure national de- 
fense. Also, the reason for growth is the financing of the state 
budget at the expense of state borrowings, the capitalization 
of PJSC KB "PRIVATBANK" in accordance with the Resolution 
of the Cabinet of Ministers of 18.12.2016. No. 961 (as amend- 
ed) and the Guarantee Fund for Individuals Deposits in accord- 


E GDP in millions of hryvnias 


the guaranteed debt. As of 
December 31, 2018, (UAH 
2168,45 billion) the total 
amount of the state and state-guaranteed debt amounted to 
85.79 % of the state debt and 14.21% of the guaranteed debt. 
Over the past 5 years, the significant growth of Ukraine's pub- 
lic debt has taken place in 2013 with UAH 480.22 billion. to 
UAH 1 833.70 billion in 2017. As of December 31, 2018, the 
state debt of Ukraine is UAH 1 860, 29 billion, which is no less 
than the state debt for 2017. And the state debt had a weak 
tendency to decrease (Fig.3) 


Fig.3. State and state-guaranteed debt of Ukraine in 2012-2018 
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The total amount of state and state-guarenteed debt 


servicing for the period of 
2012-2018 changed in the 
following way (Table 4). 
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Table 4. Specific weight of expenditures of the State Budget of Ukraine for debt service for the period of 2012-2018 

















2012 2013 2014 2015 2016 2017 2018 
Expenditures on servicing 
the national debt, million 24197 31677 47977 84505 95794 110456 115431 
UAH 
Cost share 6,1% 7,9% 11,2% 14,7% 14,0% 13,2% 11,7% 




















Fig.4. Share of expenditures of the State Budget of Ukraine for debt service 
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Thus, the volume of expenditures of the State Budget 
of Ukraine for servicing the debt for the period of 2012-2017 
grew almost in proportion to the volume of borrowings. The 
decrease in the share of the expenditures of the State Budget 
of Ukraine for debt servicing in 2017 by 1.596 compared to 2015 
decreased due to an increase in the total volume of expendi- 
tures of the consolidated State Budget of Ukraine and does not 
indicate a positive dynamics in the context of our study. 

As for the indicator, the share of payments for servicing 
debt in the state budget expenditures: in 2015, this share 
amounted to 1596 of budget expenditures. In recent years, this 
percentage has fallen to 13.296 in 2017 and to11.796 in 2018. 

There is a difference between gross external debt and 
external debt. The gross external debt as of a certain date is 


Table 5. Gross external debt per capita 


the total amount of arrears for all 
existing, but in no case contingent 
liabilities to be paid by the debtor 
in the form of principal and / or 
10% interest at any time in the future, 
gy, Which are liabilities of residents of 
this economy to non-residents. 
External debt - is the total 
^^ amount of debt obligations of the 
2% state of the external market for 
0% the return of received and out- 
standing loans (loans) as of the 
reporting date due to the state 
borrowing. 
The indicator of gross ex- 
ternal debt allows you to analyze 
both the state of the public finance 
sector and the corporate. It includes direct government debt, 
loans received from the NBU by the IMF and international 
financial institutions, liabilities of local governments for debt 
securities and external loans, liabilities of banks for debt se- 
curities, loans and deposits, liabilities of the real economy 
sector of Ukraine on debt securities, borrowed loans (includ- 
ing guarantees guaranteed by the government) and accounts 
payable (trade long-term and short-term loans and overdue 
fences for them). 

Consequently, gross external debt is a more aggregate 
indicator compared to external debt. 

In the table for external debt, data is specified as of 31.12 
(ie in column 2013, data are recorded as of December 31, 2013), 
and data for GDP is specified for the whole year (Table 5). 


16% 
14% 
12% 


6% 





2018 


2017 


=== Cost share 






























































Year External debt (per capita) GDP of Ukraine (per capita) Population (thousand)* 
2006 1 161,6 2 296,1 46 930 
2007 1714,1 +47.6% 3 059,6 +33.3% 46 646 
2008 2 192,2 +27.9% 3 881,4 +26.9% 46 373 
2009 2 240,7 +2.2% 2 540,5 -34.5% 46 144 
2010 2 553,0 +13.9% 2 968,0 +16.8% 45 963 
2011 2 762,4 +8.2% 3 570,4 +20.3% 45 698 
2012 2 963,3 +7.3% 3 856,7 +8.0% 45 579 
2013 3 123,5 +5.4% 4 029,9 +4.5% 45 487 
2014 2 884,5 -7.696 3 010,1 -25.396 43 788 
2015 2 771,3 -3.996 2 115,1 -29.796 42 842 
2016 2 660,0 -4.096 2 185,6 +3.3% 42 675 
2017 2 744,0 +3.2% 2 639,9 +20.8% 42 485 
2018 2 713,2 -1.1% 3 094,5 +17.2% 42 279 
31.06.2019 2 747,1 1.396 42 048 








* the average value for the year from 2014 - without taking into account the occupied territories (Crimea, Sevastopol, parts of Donbass) 


Source: Ukrainian Ministry of Finance (MoF) data 
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Starting from 2015, the ex- 


Fig.5. Comparison of gross external debt, external public debt and GDP per capita 








ternal debt per capita has grown 4500 
to more than the GDP of Ukraine 4000 
per capita. Also, from 2014, the 3 500 
data in Table 5 are given with- 3 000 
out occupied territories (Crimea, 2 500 
parts of the Donbas). 2 000 
The ratio of the external 1500 
debt of Ukraine and its gold 1 000 
and foreign exchange reserves E60 —— TT 
does not demonstrate the sta- B 
bility shown in Table 6. The debt 
begins to chronologically out- ^ E JP E E JN JP JM E " i Ja" 
perform Ukraine's currency re- M M M M M M M M M M MS 
serves and as of December 31,  ——GDP External public debt Gross external debt 
2017, it covered only 38.496. As (per capita) (per capita) (per capita) 


at 31.12.2017, the external debt 
amounted to USD 48 989 million. 


Source: Ukrainian Ministry of Finance (MoF) data 


Thus, while gold and foreign exchange reserves amounted to USD 18 808 million, however as of June 30, 2018, the external 
government debt amounted to USD 47 159 million, which is 3.796 less than in 2017. As of December 31, 2018, the external 
government debt amounted to USD 50 460 million. And the debt had a weak tendency to increase. 


Table 6. Ratio of external state debt of Ukraine and its gold and foreign currency reserves 
































Dynamics of external state debt and international reserves of Ukraine from 2010 to 2019 (in millions of US dollars) 
Year External State Debt Gold and currency reserves Sola ane welds വ. 
national debt 
31.12.2009 26 518,7 26 505,0 99.996 
31.12.2010 34 759,6 34 576,0 99.596 
31.12.2011 37 474,5 31 794,6 84.896 
31.12.2012 38 658,8 24 546,2 63.596 
31.12.2013 37 536,0 20 415,7 54.496 
31.12.2014 38 792,2 7 533,3 19.496 
31.12.2015 43 445,4 13 300,0 30.696 
31.12.2016 45 604,6 15 539,3 34.196 
31.12.2017 48 989,2 18 808,0 38.496 
31.12.2018 50 462,0 20 820,4 41.396 














Source: Ukrainian Ministry of Finance (MoF) data 


According to forecasts, in 2016, the level of external 
debt in the annual calculation will be 3.5 times higher than 
export revenues, which is 4096 worse than last year's figure. 


Thus, this year, the country's ability to service its foreign lia- 
bilities at the expense of foreign exchange earnings from for- 
eign economic activity is significantly reduced. 


Fig.6. External state debt gold and currency reserves 
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MONITORING OF KEY INDICATORS OF THE STATE DEBT OF UKRAINE: MODERN TRENDS 


Next (Table7), the graph shows the ratio between gross external debt and international reserves. 
Table 7. The ratio of gross external debt to international reserves 




















Year 31.12.11 31.12.12 31.12.13 31.12.14 31.12.15 31.12.16 31.12.17 |31.12.18 

International reserves, min. 31794 24546 20415 7533 13299w 15539 18808 20820,43 

Gross External Debt, mln. 126236 134625 142079 126308 118729 113518 116578 114 710 
Debt / Reserve 3,97 5,48 6,96 16,77 8,93 7,31 6,2 5,51 


























The sources are the Ministry of Finance: [24]. 


As we see in the table, from 2011 to 2014 the situation 
was rapidly deteriorating, gross external debt was higher 
than international reserves at 16.77 times in 2014, but in 
2015, due to the NBU and Cabinet of Ministers activities, the 
situation improved and debt is 9 times higher than interna- 
tional reserves of Ukraine. And in the future, we also see an 
improvement in the situation; by 2018, the debt is only 5,5 
times higher than the international reserves of Ukraine. 


CONCLUSIONS 


The formation of a state debt management strategy re- 
quires a significant revision of priority goals and objectives 
and the improvement of instruments for their implementa- 
tion. State debt in Ukraine remains a significant factor of mac- 
ro-financial risk. An important measure to prevent the threat 
of uncontrolled growth of public debt is to strengthen finan- 
cial control and the implementation of continuous monitor- 
ing of its main indicators. The cost of public borrowing and 
the assessment of the effectiveness of their use as a factor 
in ensuring the sustainable development of the economy is 
a constant source of discussion between officials, public or- 
ganizations, and representatives of scientific analysis centers. 

In modern conditions, at least two key indicators of debt 
security are certain at the legislative level in Ukraine. In par- 
ticular, in accordance with Article 18 of the Budget Code of 
Ukraine, the following indicators are fixed: 

- The limit value of public debt and state-guaranteed 
debt at the end of the budget period (calendar year) to gross 
domestic product cannot exceed 60 % of Ukraine’s annual 
nominal GDP, taking into account the provisions of Article 14 
of the Budget Code of Ukraine, where the maximum amount 
of the state budget deficit is set for each year of the medium 
term at the level of 3 % of the forecast of nominal volume of 
Ukraine’s GDP for the corresponding year; 

- annually, the absolute value of state and state-guaranteed 
debt (debt ceiling of borrowings) for the budget year in UAH equiv- 
alent is determined by the Law of Ukraine on the State Budget. 

The empirical experience of developed EU countries 
confirms the feasibility of using the key benchmark of state 
debt to GDP of 60% in government debt management. At 
the same time, the maximum level of public debt for emerg- 
ing markets is proposed in the range of 40-60%. These ide- 
as were embodied in the position of the medium-term state 
debt management strategy for 2018-2020 years, where the 
planned gradual reduction of public debt to GDP is 6096 as of 
2018, up to 52.2% in 2019 and up to 49% in 2020. 
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Consequently, it is important to monitor compliance 
with the established expected values during the budget peri- 
ods defined by the strategic plans for monitoring and justify- 
ing the actually obtained indicators. In this context, the actual 
indicator of Ukraine's debt in 2018 was 68%, which indicates 
a deviation from the planned indicator, which was due to the 
presence of internal and external factors which were not tak- 
en into account when this indicator was planning and which 
need to be further studied. So, the quality of debt planning 
needs further improvement. 

In addition, the group of indicators of debt security 
should include the indicator of external government debt - 
short-term external debt as a percentage of reserves (thresh- 
old value - 10096), from 2014 this indicator is constantly ex- 
ceeded. 

In the past five years, a negative factor in Ukraine is a 
steady tendency to refinance state debt at the expense of a 
state loan, in which borrowings are not spent on financing 
projects for socio-economic development, but are used to 
repay previously received loans. At the same time, in recent 
years, the possibilities of borrowing funds within the frame- 
work of development projects implemented with the support 
of the IFIs and KfW are being used in a timely manner and not 
in full (only by 50%). 

The next indicator that needs to be considered is the 
cost of servicing the state debt. Unreasonable, in our opin- 
ion, is the phenomenon when loans with a lower rate are re- 
paid early. Given the low credit ratings of Ukraine, the cost 
of attracting credit resources remains very expensive, thus, 
the current rate for short-term bonds is 19.596, for five-year 
bonds it is 1696. This situation is beneficial for investors who 
invest their money for a short period at high rates, get high 
profits and, if any crisis occurs, tend to quickly leave the gov- 
ernment securities market without loss. 

That is, when investors are non-residents, as the do- 
mestic practice of the Ukrainian government bonds market 
has repeatedly shown, the threat of a mass outflow from the 
bondholders' market increases, usually accompanied by an 
increase in demand for foreign currency, a devaluation of the 
national currency and a reduction in the NBU reserves. The 
balance of debt security today is upset by excessive payments 
on the servicing of public debt — this figure has fluctuated 
from 10 to 15 96 of all state budget expenditures over the past 
five years (the latter value is a critical level of servicing gov- 
ernment borrowing from the budget). 

In addition, in the short term, a factor associated with 
the conditions of the restructuring of state debt of Ukraine 
in 2015, according to which the annual amounts of debt pay- 
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ments will depend on the magnitude of GDP growth in the 
country, may join the factors of debt danger. In particular, in 
servicing the public external debt in 2019 the largest share 
was taken by payments on the issued in the result of the re- 
structuring of government bonds in 2015 in the amount of 
UAH 26 128.2 million. 

We note a tendency to a significant excess of external 
borrowing over domestic, respectively, in the structure of 
borrowing currency, foreign currency prevails over domestic, 
characterized by the country’s dependence on external cred- 
itors, in particular, the increasing influence of international 
financial organizations on budget debt, monetary, pension, 


land, tariff, export import and other areas of government 
economic policy. 

A timely measure should be the creation of a profes- 
sional and independent institution — a government debt 
management agency in Ukraine, whose specialists would be 
experts and active participants in the financial market and 
who are able to quickly respond to fluctuations in interest 
rates, the cost of securities and to orient in capital movement 
trends in international financial markets. The agency should 
become an alternative to state institutions that traditionally 
specialized in the implementation of tactical measures in the 
field of debt policy in the stock market. 
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SUMMARY 


The article contains a theoretical generalization of the 
essence and necessity of state borrowing, monitoring of indi- 
cators of state and state-guaranteed debt in the conditions of 
government aspirations and actions in the field of ensuring the 
sustainability of public finances in Ukraine. The main task of the 
authors is to monitor the indicators of state and state-guaranteed 
debt in the context of the need to ensure the sustainability of pub- 
lic finances of Ukraine. State debt in Ukraine remains a significant 
factor of macro-financial risk. An important measure to prevent 
the threat of uncontrolled growth of public debt is to strengthen 
financial control and the implementation of continuous monitor- 
ing of its main indicators. The cost of public borrowing and the 
assessment of the effectiveness of their use as a factor in ensuring 
the sustainable development of the economy is a constant source 
of discussion between officials, public organizations, and repre- 
sentatives of scientific analysis centers. 

The article uses the generally accepted methodology for 
calculating the main indicators characterizing the state's debt 
policy. The method of expert assessments analyzes the condition 
of the state debt and prospects of its servicing in Ukraine. Statis- 
tical and analytical methods have been used for the processing 
of statistical data on the study of the dynamics of indicators of 
state and state-guaranteed debt in Ukraine. The sources of infor- 
mation were the materials of the Ministry of Finance of Ukraine, 
the State Treasury Service of Ukraine, as well as the Budget Code 
of Ukraine, laws and regulations of Ukraine relating to the budget 
sphere, scientific works of domestic and foreign scientists. This 


study aims to address the issues of analyzing and evaluating pub- 
lic debt indicators in the context of improving debt management. 
The authors propose to use 10 indicators to monitor the state of 
public debt and make managerial decisions in public finance. 

The empirical experience of developed EU countries confirms 
the feasibility of using the key benchmark of state debt to GDP of 
6096 in government debt management. At the same time, the max- 
imum level of public debt for emerging markets is proposed in the 
range of 40-6096. These ideas were embodied in the position of 
the medium-term state debt management strategy for 2018-2020 
years, where the planned gradual reduction of public debt to GDP is 
60% as of 2018, up to 52.2% in 2019 and up to 49% in 2020. 

Consequently, it is important to monitor compliance with 
the established expected values during the budget periods de- 
fined by the strategic plans for monitoring and justifying the ac- 
tually obtained indicators. In this context, the actual indicator of 
Ukraine's debt in 2018 was 6896, which indicates a deviation from 
the planned indicator, which was due to the presence of internal 
and external factors which were not taken into account when this 
indicator was planning and which need to be further studied. So, 
the quality of debt planning needs further improvement. In addi- 
tion, the group of indicators of debt security should include the 
indicator of external government debt - short-term external debt 
as a percentage of reserves (threshold value - 10096), from 2014 
this indicator is constantly exceeded. 

The dynamics of changes in the state debt and state-guar- 
anteed debt to the main macroeconomic indicators and budget 
parameters, weaknesses of the government debt strategy, the 
prospects of the debt policy in Ukraine are determined. 
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mbmgbo gobbom (03(36 46൦൬000000), doo dmb obom 


JOMTDI@D o6MMbobIMbODM SHPO 6095609060 Co JILEMMONL 8556089€9060969€?0 0൦00000000) 000030 


bombo po 6൩1600൮൬൬൪). ൮൦ 006൯൭000 bobyHoboore dodal 
0നഠദുഠ൦ gosdmhaqg0@ 36007403993 «»5350b dob3r300 bgm- 
00103൬൯0൯൦ മൂ൦0010റ൬റ)൦൦. 

നന്ന 3౧౧౧౮౧ bobAHboom 6൦86൮0൨1: 3553005630203 
൭൦3൬0൦ 0൯൦0൬00൦ 7൭൪00൮൬ (൫0൬00൦0൦46. Wodo~m po 
[00൯0൬൬ dadeobogmob djob3 8038000600 oegnmmdengo 
sao ൪൦8൭൬൨ ൦൭0൭0൮൬൪3൬ 0060൦൭൭60൦ dJ- 
agomo. ౧౫6, ൭% 36o(3bo gobdHogmmded9 939039303- 
dob mgoe@bodmHobon 01600൮6൫൦൦ 00൮6 yoHoymRamse oob 
909൦2)ഈറ - 5b33936056336390 ൭൦0൦0൦000൦ gM 
3390000 ൭൨൫൮൬൮൪൨ 01൬0൮) 3909903053393€» 36034069395 
[0൬0൦0 de»9b3a553c»6 (Mendez & Popkin, 2004:220). 

byobooob dbogmom mharbodogoob (FAO) dmboggdg- 
6009 ൬൦൬൦0൫൬൭ )൬റം à3605334603»90o 6൦൦൪) നഗന 
bob 6൭൮൭90 ൫00൬൮00൦. 0൦0൦0൬൭0), bobyHobooe dod dob 
൭൦00൦൦൫൪൨1 1990൦000 of jo~myOomdob ൭൫ 206203b, 3o6o- 
joo, 3360 001൫0൬ dbadgbgmeaebo bogdo. 

33099306 90൪൦00. zgmggab 80600౧00 Johar mo ogombo- 
(൫0൦൭ 60൪0൫൬൭൮൪൨൪ 30869889 ൭6॥റ)ന൬റ ൦൭0൦0൮൬൪൨൮) 
൭൦0൯00൨1 godemammgbs wo 0104൦൫൨൪ 9൦1൫0ഠ:)൬റ൭)൦)൬റ 
നേന്൬റ൫റുറ1 00൬൪൦990൭ ൫൮൪0൮0൬60൨ 039305339». 

33099306 60൦൩൬൮00. 390930b 00൦൯൬൮൪൨ JgnHhbs əb- 
ന്നറ bogombgdob dgbodsdobo@, 336dcq, godmyqbgdye00 
aman po ദുന0ദു0റ)൫൮൬൬റ Jgnm~@gdn: 

* — bó(yoboo3360 60൦൬൬൮൪0൨൦ goobaogndqeye@n0 »go- 
bobo bsc 6൬000001 bodyomom 1900൫൩ d55336390390; 

൭00൫൪൫ ൬൭0-൫ഠ൬൭൮൬൭൪നനര്‍റ്‌ dahaga godeogm9- 
0౧౮౧౮ dohom eaé bob boo 66൬00000 00൫൨൮൯ 
039»09365b3963e»0 «5166390; 

* €0൦൬൬൮0൯൩൪൭റ3൨ Ed boMabbedHnga d»b33b39q»350b 
൭൦൭0൦൬ గీంగ్రర్యుట్యాల్లుంం. ൦൬൪0൦0൮൬൬൨ 06636303390 
3363366390; 

൦ ,90600060(3639ob 543900" woeagbamns »g6obs- 
൫0൦൭ 0൬൮൪൪ 000൫01 dab50d3e»06393e»o ðm- 
൬൫0൭01 90൪00൮൫000; 

* പ൮0൦൬റ൫റ:)6 po 060൫൨൫0൭ 909൦100000 0൪0 
900൩08൨൯0൦ M000 ൬൭൧൦൬൫00൭ godeygbgdyeoe dob5d336- 
0൮൯൪൮൪00 godmgamagab 0൨0൦60൦൦ d080, ప్రంగ్రఉయ్య్రిలుణఏ 
൫൭൫00൫0൭00 ൭൪൬൫൪൮൬൦ bodbobjob 3350»035(0390 po bho- 
(job(503:3660 60൯0൦0000൨. po bbg. 

960൦൦൪) 90060൮൬0൬൨ doobosbob 600൯൪൪0൨ dbode- 
bommgobno [060൯൮0൨൪ gebgnmom dob ൫9൭0൭90൫0൭൪0൪ 939»- 
bodo, ൬൭൭൭00 60൦൫0൯൮൪ ൬)൭൪റ॥ മുറം (FAO, 2017:46). 
൦൦0൦0൮൬൬0൯) ദുദുന)30)001 dobgegno ൭൦൭൭06൫൭൮൪) ൬റ൦, ൭൯0 
൫0൦൦൨൦ 3663633e»9go9» റ)0൬൦നനയ oHob q5353906393- 
mo 600൦൫0൯൮൪൬)൫൩൪൦॥൦൦0, 3556533053900 23»5300»6930»Q 
9390900000 (Nsiah, Wallace, 2017). 

CJL ammdoe mn bobyHboom dodokan ob3e37807960 
80൮൬൮൪ obom godhog ൫൪0000൬൧൪൭. odoborob, od d08 889 
BobdgnnoMgds@0 0130000൨ oghmbobyoboom 060൬000൪ 
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000൯൬൮00൨൪ mgombsdhHoaboa dbadgbgmmgob നന്ന 5b630»3- 
696 (Dybowski, Bugala, 2016). 

s020MmMd6H030 bobyHoboom 6൭9860൨1 ൫൭03൦൬൭൭൭൭൭ 
dbodab3e»o3»bo Hamomab 000൭ dgydmao dobsberymdob 
dgdmbogmgonb go8H@odo, 01030), ൭൦൦0000൦0൦ po 33900c»- 
൭൬൮൯൦0൨1 ൪൭0൦൬൬൪൦0൨, Logmoab 3695b3e»o 66൯൦൬൮0൮൪൪ 
00335639990 (Ekanem et al., 2016). 

6൦൧൩ 6൦06൮൪൨൨ gobgnmomHgd0b 606000000൬ 
byobomob Homdegdabs wo 90൦൦00 gobgdob ഴു൦൪ള്‍റ൭)൪റ% 
doe»o(joaob ൭090006060 ൫൭0000൬൭൪൭. ൮6൦൧൪ gobgdob $6» 
bdohop ൭0൦00൦ boob de 600౧00౧౦ Heeb, 9ഠന്രാനറം 
റാന്ദന്നംദൂററ് ൭൧. 0൦8060൩൦ 0൦൭൫൮0 00000൮01, റ൬൭റ൭Lഠ 
യാ byhboonb gobgdb 9൬൫൨1 ൪൭0൫00൦൬0൨ ൦൦00൬00൮൬ഠ൯൪൨൮॥ 
9౧౬0030 (Kharaishvili, 2017). bognodmmabo bobyoboom 
898009 LhmmH ge gobgdob Bamomgdob a»boboq»o39b, 6o- 
acq bobyoboom 3663633e»go«ob dmg aodeohaggob. 
3309306900 00൨00390, Hed g~mmdo~me ൭൪൧൮൫ 0900060000 
gog్మhmdnbomgob 10306൯൩൦ 60105൭0000 3oq»ofjo3ob dgj»bo?- 
0൮001 99൮96൦ 003൨൪൫൨൪൮൫) ൬൦/൦0 9093൭൪൫0൭൫) ഈ 36o- 
(03363993 Qobgdob godeob ob 00000൮൨1 mgoebodmHabon. 

dagmggoH 900 bobyHboom 00൪൭൪0  35b30056390b 
dndohaymgdoa ൫൭൦0൬൮000൮ 9൦0൫൯൭൫൮ godmyma gb, domgeb 
dbadgbymegeboo dpohdergdmgdabge6 damombomobboobo 36o- 
യ IohoeEgdab Ho beqmymaqe, 0൦൦ 6006൮൨ 
200൭൫൦]൬൭൬ Jydomdo, ghdqmao@n0b 0600൯൬0൨ 0൯൭൪൫൭൬൨ 
bobyoboom 3663039e»9o«b 000൦00൮00൦ (International 
Panel of Experts on Sustainable Food Systems, 2015). 
(൬00൦൭൪) gobgdob 3oq»ofjo3ob ൫൭൫൭൪൪൨ »3000»390»09» 
393650 0൭3൭൬ യദു bodjo~m dadeobogmadab 900 J399- 
00000, Cmamh à6o(q34639ob 0൦൬൭൫൮, ob999, 90000൫൨൮ 
9990333990 (Andersen, 2014:197). 

6൦൧൩ dodH dob gaqJho.b.e@ o363300506390ob.»- 
030b »3800»393e»0» Agbododabo 330«d0o3360 3ocq»oo30b 
000)൦00000001 849305339», Moy bg 0൬൮൬൭ dogmo@o 
bob bao: 30663633«9o0«0b 6൮0൦൮0൮006 മുഠ്റുന്നദുഠയറാ0 
3౧౧౧౦౮౧. 

bofoagqmeda bobyhbomm jboghobmgdab 63൦33) 
8Hmdmgdo ab, Ho@geb 33390b sHmeAdhgdab 39653e»3- 
൯൬0൦0 Oodo~mns 03003063633e»9o90b aemggR3ngbhQd0, 
6999, rodoma deobsbergmdal dJgdobogmydob ൭൯൧, ൭൭900 
dpodeogdmyhomdo dbndgbgmmgbop hodmMbydo ദന 
0304000൨ 601000൦001 9൦1900൪൮൬0. oegommdhng b»b36- 
bom ൪0൪00൪൭) ൦൫൦) ൬റ 3600346390 ൦൪൭൭0൫൨൭൪ 336 
3038b admi 0൬000600. 90൬0൮൬൭3൭൭ ombodbyeobo, 
0൦00 0൯1൦൬൬൭൧) ൬0൦ 90303600 0902006൬൫൪ 355300»- 
(5305, 9൦൩൦0 smbobodbog:00 d365633e»0 930390 po Bbodgd0, 
൭൩10൫0൬൨, bama qo Z32~@mg0b0 bama po ദ്രാനദുറുനു)ററെ 
36500036390 (Ecorys, 2012:40). 

badeco39e»ob goohbno sa cbsb bao 36074693905 
Dododegdab ൫൫൦൬൮൫0൦ po Jgbododobo 93630603-630360:3«0 
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రె౧గ్ర్ర్ర0ట్రంంల్తుం. bobyObomm 00869889 ൭൭॥റ))൬റ godomh3999- 
dob 35do3e»3600 dabodemgdgmoe hgbyhbymn 3o3650»c»ob 
0940009 godeygbgdobs Ed JoHo jm »a6obob36bsoo 
90൬0000014 00000൫0൨ 96mob 0൮൬00൯൪൨ gambemdo- 
3760 dmmoazob dgJoboddgdnb 600൮0൦300൦ (Kharaishvili, 
2018). 

domomarbgnnoH9d3m@0 bobzHbomm 6006൪൨ Jaqybobo 
യാ dobabegogoóob ദൂറൃഗറന്നതന്റൃനര്‍റ ൪൫൬൭൨1 dgbod~mgdme- 
boo. boabyzobomm 6006൪0൮൨ gobgnmoHqd089 3»bb533063- 
ന്ന Badeddqe@gooh 00൬01 _7qbsmHh-odsmmHpab b(63403- 
గం qo donn MobogoHomdab (൫00൬000൨. »sobodb3e»oqob 
൭൦0൯0൬൨0൦൫, 3306633e»30»« 993൨൬൭3൬൭൭ oghmbobyzoboom 
00൬0006൨ 00൦൫-00 bho 74H 760 po 35do3»3- 
൬00൦ od 8g gbgdab ൫൪00൬൮൪൨ po 533560360 90൦൫0൨. 

2018 ൬1 b5456033e»oq»b 0000൦൫0൭ 0)൬റ൦ 959.2 
dmb odd യൂനന്രരറ wom dymgd0b ogmmbobyoboom 36o- 
(00౮00, 0g 23.2%-റ൭ 060൦ 2017 Pab sbo~mg0796 dohgg- 
690൬൪൮, നനന 2017 00൬0 മുന്ന domo yddgdob 
0004൨൫0൮ ൪൫൬൭൨൪ dohggbgògmdo 2016 ൬൬൦൦0 930263900 
12.3% 600൬൭00൦. Jagybgdab 0൨10൬30൦ 34b3e6ob നറ൭)- 
రయం 00൪൫൨൦൦൬൭൭ daag Jgggobodgo gobohomgdymn (ob. 
ర౧ంశ్రిగుం0ం 1). 

2018 Pnb 0൩0൭0000൨൦ ogmmbobyoboom 00നയ)0)- 
Boob  doóoo»qo 0൭0006൫൩ 6൦80൮0൨൦: 63b3oo (243.6 
dmb ൬൯൬൭൪൨), ൭860009൦00 (155.3 dmb ൭൬൦൭൨), 336o- 
3030an (148.0 dmb യനന്രാരറ), 0൦൨൦ (83.1 dmb ൬൦- 


(0౧46౮80 1. 9000൫൨॥ നറ൪)൪൬൭൪൨ bohm 
30900601 8౧006800 2018 [൬൩൨ 
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! Ensghods ఎగ్జాం 826939cb Coggabs po bogmab 6൮60൮൪൨1 
bodoboboy ob 9൬0൦6000൨1 dabge30m 


mobo), yodobgn0 (67.9 dmb mma), bo0b3oo (53.6 
dmb ൬൬൭൭൨) wo ౧౧౦6౧ (36.6 dmb emmodra). 2018 ఫలం 
gdosoe@pob ൭0൪൫൮൭൬൬0൦ 2017 00൬൦൦0 0൮൬൦൭൪൨൦ ൫൪൦൪൭൭൬൭ 
6൮൦00, 860൪൦0൭൦00, a2hsnbodo, yodobgobo po ౧6౮౦6౧, 
qdbodgbymm@ 3360353906 do, ഠനന്ന 006൬൦ beodbgado 
(ob. ൬൨൭൫൭൭6൦ 2). 

9ghnogdobob 40000൨ oghebobyobonm 36oqo]- 
Boob 00൫൨൪ 96൬൦൪ 5.6% 6090൬00൦, hoy ഠറ0റ൦ഠയ്രായ 
906൫0൦00 bsbdgeogóob, q36dbob b5636»«»360 ഇദുറ0നറ൮)001, 
000൮൫൦൬൮൪൨ യാ 00300൭0 bymgdnbo po dobacose»o obocoob 
900006൦൫൨൪ ൪0൬൮0 aodmahgao. bbgo 90000000൬6) danno- 
CIO Oobsbymgdjemn 96൦൬000൨ ൮0004൨6൫൨0 ൪൭൬൮൭ o~abnd- 
000൦ (౧b. ൬൨൦൭൫൦0൦ 3). 

2018 gmb ഠറ൪൨൦ഠ൬റ 1900006൫൬൩ 6൭൦86൫൨1 030൬റ)- 
"ന്നറ 2017 (0൬൬൦൭0 031563900 ൭൫ dgggmamo, 030700739390 
2൦0000൬൦ 06൬0 (൫൮96060൦. ghmbobyobso~m 060൬൬0000൪ 
001000൫0 43൪൬3൭3൦൨൭൨൯ 19004000 5.6%-റ൭ గ్రైంరింగుల్టు, Mo 
റരറഗരന്രാന്ര 009൫0൭00 bobdgmgònb 000000൫0൮൮ agod gə- 
000౧6౧౦౦ (56.076). 1030, go0d0H@o gydbob 0൦600൦ ണന)റെ 
$30bo39ob, dabghom aero യാ 64630൭0൨ Hymgdab, debseoyeo 
o)boe»ob 1000൫൨ (90000൦0൨1൬: 24.476-00, 23.076-00 wo 
48.076-o0). 2017 Hgb Hobo [സമര 09൬൦൭൪൨൦ »g6o- 
bobyoboom 66ന൩൬)൫00 900൫൫൨ ൮3൪൬3൭340൭0 గ్ర08000- 
do 36.6% -0m 600000൬൦, Gaz 0൨0൫൨൦൦൬൭൬ oboq»ob 34]53c6- 
(job 600060൮൫൨൦ ogo godeohaqym0 (62.9%-00). 

dahora gOmbebyoboom 060൬000000 00000൫01 
0൦03000൬൪0 ൭0൦൬0൪൨0 bogydggmdy dodeggn ൬൦൬൮00൦൨ 
൫00൬൮060) 390003390»: 

og bob bsoo 0ന൬൬റ൮൪൨ 000000൫൨൮൪ dox» 
(Vah gogginn 003൭069൬0) 9331263 900൭ godMEo~ne 
൦06൪൦0൭൦00, 30600൬, 119.876-00. 01090, dbodabgeoogabs- 
യാം godha 9000൫൨ ൫1൦00, yosobgodo, 73൭൪൭00൭0, 
3060939000, ౧6౧౩౦౦03 po 00500൦0൨, 600൦0൦00൦൬ 14.476-00, 
78.4%-00, 24./76-00, 269.6%-0൭, 36.8%-0൭ യ 167.6%- 
0M. 980600൪൦0൭൦00റ 00000൫൨൪ $6» 235dcp333«0» 0౧గ్రర్యు- 
dob (4-296), gogbomo dbbgoma bs ൪൫0൯൧൦0൨ 30൪3430 
(55.276-00) യാ 3eq»3o3oq»o godoobo bobdgegdob (89.976- 
00) 91:൦൫ 9൭൬0൦. 6353090 010൦൫൨ 96൮൭ danno- 
യായ ദഠbറ൭ന൪റ൪൬റ൦ g36dbob bod jHo~m yhoo wgnbmgdob 
(16.276-00), dobgom Go po 6630൭0൨൬൮0 (10.576-00 ), 


(00936000 2. 900൪൫0 600൨൦൪൬൨ 0309100001 daby@30m, dmb odd ommon 2018 fgn? 


155,33 140,1148,0 






66,6 83,1 


695939»o 5896590203560 93 35390690 96൦00൦ 


166,9 171,1 


56,2 53,6 263 36,6 


yo8obgor0 bco8b9o»o ౧6౩6౧ Logo 


2017 ©2018 


2 ൬0൭6൦0 ൭൫൮൪൮൬൨൭ 0൫0൫00൫൨01 3660363e»0 0൦01൦൭൨1 9൬0൦600001 dobge@30m 
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(0093600 3. 0003൭൫൪൩ 6൨൫൨൦൭൮൨ 53c»00»39390 0390900001 8౧00603009 (2017-2018 pp. dmb odd രറന്നം൪റ) ? 
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? nog hodo 53393090» goOQdmb q»30b» Eo bogm~oab 07൭69൬൪0൯ bodobabHHob 0൯0൭016000 റb൭൬3റ൭ 


0൦0൬൦൭൨0൨൪ (45.176-00 ), «dab» (89. 10-౧6 ) po గ్రల్యుఅతెఅల్లుల 
൦00000 0൪൦00൮൬൮00 (43.0%-nm ) gogobnb 6൫൬0൦. yodobyordo 
004൩0൫00 6൦000൦ 009000൯൩൪൦ ॥006൫൨॥:, dobgHom 60 wo 
0൫0൦൭൨ ൬൮001 po ൦൦00൦0൬0 1000൫൨ 86൮൦0, ൭൭0 
IDgbododoboe@ 220.5%, 58.4% po 60.6% 09൬00൦. 600൨0൭00 
൭൦00൦6൭൦ 000൫0൦00 1൦100൬൮0൨1, q36dbob bohm 
൬300൪൨1൦ Oo 000൫൦൬൦൨ po 9030൭൭0 Hymgdob 0004൨0൫൨; 
030), రంరీరలైంల్తుంం 390339000 - 1006൫01൦ po Hoddosforb, 
0൫൦000 - oboma, ൫൭൫03൪൬൮൬൨ ob గ్రర్రంర్రాల్తుం jbgbob 0൨൪01, 
000000൦0 - 906൫0൦00 0൦1000൬൮൪൨ 0004൨൫൫൨. 

0099൬൦൪൫00 Bamomgdgdob dobhogm@od, 014090, g0de- 
sgmnbs Hyman 635093659390, ൫൮൪ഠനയ 0004൨൪൫0 do- 
ദ്ൂനനര്‍൦ 00600൮൬൬൨൦ 6900, 0൫൦൬0൭0൨, 39369»505do, 
obacq»odo, boyonb ൭൫൦൪൮൦൧00൨, ൯൩00൭൦0൦ wo 00൦0൨, bo- 
DOMME 36%-റ൦. asbb5330663503€»0 ദദ്റനറനറ്റര്‍ം 39do0p30» 
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SUMMARY 


The article substantiates the importance of the 
development of food markets in the solution of food security 
problem. It is argued that the tendency of demand for 
food has an increasing trend and the development of food 
markets still remains one of the most important challenges 
of contemporary world. 

The study analyzes the markets of Georgian agro- 
food products and studies the modern challenges in these 
markets. Comparative analysis of Georgian and Spanish food 
markets is conducted. 

The article estimates the positive and negative trends 
of export of Georgian agro-food products as well as the 
possibilities of diversification of products in the food markets. 

According to "The lImpact-Immediacy" matrix the 
hindering factors of Georgian agro products export are 
identified. Using the "Priority Scheme" the priorities of 


economic policy stimulating the export of agro-food products 
are revealed. 

In terms of geographical orientation of the export the 
possibilities of diversification of food markets are discussed, 
especially in European markets. The conclusion is made that, 
in general, European food market is characterized by the 
growing tendency. However, in these markets there is no 
similar tendency for Georgian agro-food products. 

According to the study of the share of Georgian products 
and export growth rates in different countries the positive 
correlation between these variables is determined. But 
this circumstance is not considered to be sufficient for the 
positive impact on the economic growth. 

The conclusion is made that using effective mechanisms 
of export stimulation allows the diversification of export 
of Georgian agro products on the traditional but growing 
food markets on the one hand and on the other hand the 
expansion of geographical area of export markets. 
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INTRODUCTION 


The problem of grain economy is one of the central issues 
in any country with a highly developed economy. This should 
not be surprising, since cereals are the only basis for the pro- 
duction of bread and bakery products, meat and meat prod- 
ucts, milk and dairy products, eggs and other basic products. 

The Georgian people have known wheat since the 
Eneolithic Period and they had already grown several varie- 
ties of wheat ("Ifkli", “Asli”, "Dika", "Makha", "Zanduri", “Doli”, 
and "Khulogo"). The people of no other country have such 
differentiated names of wheat varieties, which proves that 
the Georgian people had played an important role in the for- 
mation of wheat crops varieties. In the view of academician 
N. Vavilov, Georgia occupies a special place in the appearance 
of the wheat forms (Koguashvili, 2013:38). 

Up today, 23 cultivated and 4 wild-growing varieties of 
wheat have been listed and registered in the botanical genus 
worldwide. Of these, 14 cultivated varieties are represented in 
Georgia. In addition, four more species of Georgian wheat have 
been obtained, which taken together, account for 6596 of wheat 
varieties belonging to the botanical genus of wheat. More than 
150 varieties and species (up to 160) are described among Geor- 
gian cultural wheat species. Georgia's biogeoclimatic diversity, as 
well as the diligence of Georgian man, his creative ability and 
people's selection have contributed to their appearance and for- 
mation. The Georgian nation has a large historical experience in 
wheat cultivation. (Naskidashvili, 1992:30). 


FOOD PROBLEM AND GEORGIA IN 
THE CONTEXT OF CEREAL PRODUCTION 


Many international organizations, respected journals, 
or distinguished scientists and specialists being close to food 
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problems have repeatedly warned the entire world of the 
danger of increased food insecurity in the immediate future. 
In particular, just at the end of the last century, the Food and 
Agriculture Organization (FAO) of the United Nations pub- 
lished the projection that the planet's population demand 
for food would increase by 5096 in 2015-2020, leading to an 
extreme food crisis. 

This official announcement should send a strong mes- 
sage to food-importing developing countries, since the nega- 
tive effects of a global food crisis are usually reflected primar- 
ily on the poor people in such countries. 

In the last two decades, there has been a trend towards 
the decline in world cereal output and the continuing rise in 
their prices. The latter is also due to the fact that population 
growth has far outpaced the per capita growth of cereal pro- 
duction. 

In the last four decades, the global price of 1 ton of 
wheat has increased from S 80.4 to S 173.4. The era of cheap 
food in the world has come to an end. 


Table 1. The global price of wheat in 1980-2019 (USD) 











Period bushel ton 
1980, 15,XIl 80,4 
1990, 10,XII 97,7 
2000, 4,XII 100,7 
2010, 27, XII 291,7 
2015, 21, XII 171,9 
2016, 5. XII 152,8 
2017, 18, XII 156,1 
2018, 24, XII 188,1 
2019, 13 VIII 4.72 173,4 





Source: https://www.macrotrends.net/2534/wheat-pric- 
es-historical-chart-data 


That is why cereals, as strategic goods, are not only 
the principal guarantee of economic independence for each 
country, but also a powerful tool for political influence on ce- 
reals-importing countries (Koghuashvili, 2004: 23). If we add 
to this unoptimistic forecast made by FAO of growing and 
supplying cereals, we can assume that the “food and political 
cost” of cereals will grow even more in the future. According 
to this organization, in 2018, the global output of wheat was 
736.1 million tons, which is 2.7% less than in the preceding 
year. Unfavorable climate conditions, especially in the CIS 
countries, are the main cause of this decline, which will be 
partially offset by a slight increase in South and North Ameri- 
ca. In 2019, wheat production in Russia declined by 10 million 
tons, the average hectare yield fell from 1.9 tons in 2018 to 
1.5 tons, while in Kazakhstan the same indicator fell to 0.7 
tons. The increased demand for wheat, under conditions of 
its decline, by the end of 2019 will result in a 3.3% drop in 
world grain stocks (FAO, 2018). 

As is well known, most of world grain stocks are owned 
by only a few States. These include the US, Canada and EU 
countries. Of these countries, prominent is the United States, 
which accounts for 5% of the world population and 47-50% 
of grain stocks. This is at a time when there are about 120 
countries that are engaged in the import of cereals through- 
out the world. Therefore, it is easy to imagine the situation 
of countries dependent on the imports of cereals, including 
Georgia, in the event of food crisis. The first notable symp- 
toms in this regard had been already observed. In particular, 
agricultural policies in Western countries have recently been 
revised, which is reflected, on the one hand, in the reduc- 
tion of state subsidies to farmers, and on the other hand, in 
weakening measures aimed at protecting the domestic mar- 
kets from foreign competition. This policy has already been 
legally reflected in the so-called “Uruguay and Doha Round” 
documents of the World Trade Organization. 

In this context, of particular interest is the position 
of the FAO and the European Union regarding developing 
countries, incuding on the import of wheat. It is noteworthy 
that the attitude of these reputable organizations in 
this regard is extremely and categorically negative. They 
recognize that the subsidy system for farmers in the highly 
developed economies of the West helps the relatively poor 
importing countries in making the import cheaper, but low 
food prices, including cereals, in many developing countries 
make them deny their own production, which ultimately 
results in reduced food production in the world and an 
inevitable rise in food prices. 

Owing to the current situation, countries having appro- 
priate land resources, based on the generally recognized prin- 
ciples of food self-sufficiency, spared no effort in their action 
to develop grain economy, regardless of whether they have 
the relative or absolute advantages of cereals production. It 
is a fact that with an acceleration of “biologization” of agricul- 
tural production, delivery of cereals to the global market will 
be further reduced, which will further increase their prices. 

It needs to be well understood that the world faces 
growing numbers of hungry people every year, and thus, 
there is a need to put into use all the reserves for increasing 
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cereal production locally to avoid the further exacerbation of 
this problem. 

In the modern world, two basic criteria for food security 
are recognized, and both are related to cereals. These include 
the emergency grain stocks and the volume of cereal produc- 
tion in per capita terms. The first provides the necessary safe- 
guards and reliability in case of emergencies, and the second 
one shows the degree and level of country’s dependency on 
the import of cereals (based on the physiological standards of 
consumption of bakery products in the country). 

However, it is generally accepted that the emergency 
stocks include the transient cereal production sufficient to 
guarantee the national food supply for 55-60 calendar days, 
or 17-18% of demand (of course, it would be welcome if the 
Government created more stock). 

In Georgia, both maize and wheat are of vital impor- 
tance, but it has long been regarded as one of the exemplary 
countries in wheat production and consumption. 

Independence was accompanied by the annihilation of 
practice of centralized supply of cereals from the so-called 
“Union funds”, due to which, in Georgia, there had ceased 
operation enterprises for the production of mixed feed, poul- 
try plants, specialized meat and dairy units, and so on. As a 
result, there has been a dramatic drop in the livestock pro- 
duction, which has had a serious impact on the deterioration 
of the population’s standard of living. In particular, per capita 
consumption of these products has declined sharply, the food 
ration structure has deteriorated, and so on. 

Unfortunately, Georgia, as a food-producing country, 
has lost these positions over the last 50 years. The following 
Statistics confirms this. In 1950, Georgia produced 786,000 
tons of cereals, or 223 kg per capita (the population in that 
period was 3.5 million). By 1980, Georgia’s population had ex- 
ceeded 5 million, producing 121kg of cereals per capita (the 
picture remained virtually unchanged over the next ten years. 
In 1990, Georgia’s population was 5.4 million and 121kg of 
cereal was still produced). Cereal production increased from 
150 to 155 kg per capita in 2000-2003, but it happened only 
due to population decline — in this period, the population 
was declined by 1 million (in the structure of cereals, maize 
occupies the first place and the second place is occupied by 
wheat. On average, they account for 90% of the total cereals, 
while the remaining 10% are barley, oats, etc.). 

Thus, under real conditions, a very difficult situation has 
arisen: wheat per capita production in 2018 is 7.8 times low- 
er than in 1950, 4.2 times lower than in 1980, and 5.4 times 
lower than in 2003 (see Table 2). 


THE POSSIBILITIES OF INCREASING 
CEREAL PRODUCTION 


The analysis of the above trends and data allows us for 
concluding that Georgia, like many countries in the world, 
is potentially at food insecurity risks. There is no doubt that 
there is a severe deficit in the balance of production and con- 
sumption of wheat, due to which, effective demand for it 
should be met by imports, that is, the danger is obvious from 
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Table 2. Cereal production in Georgia in 2010-2018 











2010 2015 2018 
Mid year population, thousand 3726.5 
people 
Cereal production (wheat, barley, 214.8 356.2 363.7 
oats, maize), thousand tons 
Including: ആ്ഞ്ഞ്ഞ്തി eee 
Wheat 107.1 
Maize 194.2 
The share of cereals in overall pro- 
duction 
- wheat 29,4 
- maize 53,4 
Cereal per capita production, kg 97,6 
Including: NEM 
wheat 28,7 
maize 52,1 
Self-sufficiency rate, 96: 
- | With wheat | 6 | 17 | 15 
- with maize 96 77 71 





Source: compiled on the basis of data of National 
Statistics Office 


both a socioeconomic and political points of views. In such a 
situation, Georgia becomes objectively dependent on one or 
another country realizing import or carrying out humanitari- 
an activities through a some kind of profit. 

It is estimated that the country needs 1500-1700 
thousand tons of cereals annually, of which 780 thousand 
tons should be directly used for food purposes. In terms of 
the bread and bakery products, this volume is 680-690 thou- 
sand tons, which requires 525-530 thousand tons of flour. 
Then, from locally produced wheat, it is possible to produce 
120-140 thousand tons of flour (140-150 thousand tons on 
average, based on the commercial wheat production). The 
remaining part is to be imported (see Table 3). 


Table. Import of cereals in Georgia in 2008-2018 
(million USD) 











the share of wheat in 

Year Cerelas, - total Ine 1615 the import of cereals, 
wheat % 
2008 96,0 
2009 92,6 
2010 97,2 
2011 
2012 96,1 
2013 90,8 
2014 90,8 
2015 88,7 
2016 86,0 
2017 85,7 
2018 86,5 


Source: National Statistics Office - www.geostat.ge 
It is obvious that per capita cereal production it has been 


systematically declining, while of bread and bread products 
consumption significantly exceeds the country's physiological 
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standard (instead of standard 350 grams, a significant portion 
of the population actually consumes 420-450 grams, which 
should be explained by the unaffordability of other products). 

The provision of assistance to the target population, 
under conditions of rising food prices, should be based not 
on food subsidies for them (that is artificial reduction of food 
prices), but on increasing their income. Although the growth 
of people's income may not always equal to the rise in food 
prices, this applies to different population groups in different 
ways. The poor people in the poor countries have the direct 
prospect in this regard (the proportion of the population liv- 
ing below the poverty line in Georgia is 20.1%, while the Gini 
coefficient is 0.37). (National Statistics Office, 2019). The out- 
come of this process for all countries will depend on the qual- 
ity of State policy. Those who have the worst agrarian policies 
will be the losers. 

Most scientists and specialists agree that the transfor- 
mation of agricultural lands allows for increasing the harvest 
area for cereal in the country by 150 thousand hectares, or 
to 350 thousand hectares. Such a structural transformation 
of arable lands allows for producing 1.0-1.1 million tons of 
cereals in the medium term in Georgia, which is sufficient for 
the country's food security (according to the adequacy ratio). 
As to wheat, we can produce it within 60-6596 of our demand. 

Calculations made on the basis of the technology road- 
maps of the I. Lomouri Institute of Arable Farming and the 
Production Association "Lomtagora" show that the value of 
1 ton of wheat produced in Georgia will be $ 25-30 less as 
compared to imported wheat. 

Given the shortage of arable land in our country, in the 
future, the emphasis should be mainly placed on the inten- 
sive factors of increasing yields of cereals. The introduction of 
intensive (high-yield) varieties of wheat and maize will allow 
us for producing on average 4 tons of wheat and 8 tons of 
maize per hectare, in the perspective. 

Georgia has considerable stocks reserves due to the in- 
creased relclamed land areas, recconstruction of the exist- 
ing land-reclamation systems, their technical modernization 
and enhancing the sustainability of water supply. Important 
measures must be taken to strengthen grain enterprises, as 
the material-technical base of this sector, in terms of soil pro- 
tection, agrochemical services and improving soil fertility. In 
this regard, of special importance are the measures for culti- 
vation of salt-affected and alkaline soils existing in the coun- 
try and transforming them into agricultural areas (their total 
area exceeds 210 thousand hectares). 

Application of aforementioned stocks and substantial 
increase in cereal production will only be possible if all the 
available levers and means of material-economic incentive of 
its production will be used, in which the State has a crucial 
role to play. 

Stimulation of cereal production can be realized in differ- 
ent ways. In particular, exemption of cereal crops from taxa- 
tion. There may also be used the state guaranteed purchase 
of cereals produced, concessional credit systems, insurance 
systems, direct subsidies (this will not be a violation of the 
obligations to the World Trade Organization, since, in accord- 
ance with the Charter of this organization, the country can 
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direct 5% of export earnings to subsidize the important sec- 
tors), and so on. 

One of the major problems of the grain economy devel- 
opment is protection of the consumer market. Frequently, 
the well-packaged, but low-quality and cheap products from 
different countries reach the consumer market, which are 
intended for our population with low paying capacity. The 
products reached the market in this way, can affect negative- 
ly the country’s economy in many aspects. First, it may cause 
damage to life and health of its immediate consumers, and 
then to the country’s budget in general. We mean not the 
direct losses (tax evasion, etc.), but losses resulting from the 
creation of an unfavorable business environment for local en- 
trepreneurs. 

It is indisputable that our cereal producers face the 
problem with selling the produced cereals every year. The 
existence of cheap and low-quality products in the market 
frequently forces them to sell cereals for the very low prices, 
to suffer considerable losses and subsequently to withdraw 
this business altogether. In this situation, there is an increas- 
ing number of uncultivated arable lands and unemployed 
persons, the amount of foreign currency flowing out of the 
country and the degree of the country’s dependency on the 
import of cereals grain, with all its negative effects. 

There are about 180 grain processing plants in Georgia 
with small and large production capacity, with a total pro- 
duction capacity of 6500 tons per day. Of these, 16 large en- 
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terprises have a total capacity of more than 3500 tons per 
day. Today, these capacities are utilized only minimally — at 
10-15%, which in turn causes economic and social problems. 

One of the key areas for resolving this problem, first of 
all, should be considered the changes in the country’s agricul- 
tural policy and bringing it into line with the global challeng- 
es. It is about the national economy, which is going through 
the period of acute crisis, as well as goods producer who has 
no incentive to work. 


FORECAST 


Economic calculations indicate that by 2025, the opti- 
mal area for wheat will be considered: 114.0 thousand ha, 
for crops - 421.8 thousand tons*, for a grain-storing - 120.0 
thousand ha, and for a fodder - 50.0 thousand ha, for maize 
- 170,0 thousand ha and 714,0 thousand tons, for barley - 
50,0 thousand ha and 160,0 thousand tons, for oats - 20,0 
thousand ha and 50,0 thousand tons (see Tables 4 and 5). In 
case of land consolidation, the wheat cultivation area may be 
increased to 150.0 thousand hectares. 

A country with favorable biogeoclimatic conditions for 
increasing cereal production, its cultivation skills and tra- 
ditions, cereal processing capacities, and the local market 
should not be entirely dependent on imports from other 
countries. 


Table 4. Agricultural crops production areas (thousand ha) (optimized, 2025) (Keshelashvili, Koguashvili, 2017:45) 
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Table 5. The volumes of agricultural production output (thousand tons) (optimized, 2025) 
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' High-yield crop, such as Triticale, which has been tested in Georgia, can also be used as animal food in livestock production 
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CONCLUSION 


In order to avoid the long-standing problem, it is nec- 
essary to apply all the reserves for increasing domestic ce- 
real production, for which, first of all, Georgia should adopt 
a financially, technically, technologically and institutionally 
strong State program supporting grain producers, which will 
also involve institutional measures to produce elite seeds. 

We believe that grain and the production of cereals as 
a strategic food, must be considered a priority both in the 
medium and the long term (as well as the production of own 
seeds, saplings, livestock and other agricultural products). 
This is required by an objective reality created in the world 
food production, Georgia’s overall economic interests, and 
the goal to ensure food security. 

One of the key areas for resolving this problem, first of 
all, should be considered the changes in the country’s agricul- 
tural policy and bringing it into line with the global challeng- 


es. It is about the national economy, which is going through 
the period of acute crisis, as well as goods producer who has 
no incentive to work. In addition, it is necessary to adopt 
laws — "On Food Security of Georgia", "On Protection and 
Sustainable Development of Agricultural Sector of Georgia", 
etc., which must become some kind of guidance for a revival 
agricultural production and solving the food problem. Only 
the Government can cope with this problem. It is clear from 
the above-stated that: 

- Food security is one of the top priorities for the country 
and the State; 

- A government responsibility and the degree and direc- 
tion of its intervention in the agri-food processes are crucial 
factors in saving the country from famine. 

There is no way the country with such potential is a 
beggar State, when it has every possibility to increase wheat 
production. This is necessary in view of the current reality 
and the geopolitical situation. 
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SUMMARY 


Georgia has long been considered one of the exempla- 
ry wheat producing and consuming countries. In the article, 
the authors claim that the production of cereals as a strategic 
food must be a priority, and that the structural transforma- 
tion of arable lands will allow for producing 1.0-1.1 million 
tons of cereals in the medium term, which is sufficient for the 
country’s food security. As to wheat, we can produce it with- 
in 60-65% of our demand, of which, price of one ton will be 
S 25-30 as compared who imported wheat. To that end, we 
have to change agricultural policy and bring it in line with the 
existing global challenges. 

In the last two decades, there has been a trend towards 
the decline in world cereal output and the continuing rise in 
their prices. The latter is also due to the fact that population 
growth has far outpaced the per capita growth of cereal pro- 
duction. 


In the last four decades, the global price of 1 ton of 
wheat has increased from S 80.4 to S 173.4. The era of cheap 
food in the world has come to an end. 

Economic calculations indicate that by 2025, the opti- 
mal area for wheat will be considered: 114.0 thousand ha, 
for crops - 421.8 thousand tons, for a grain-storing - 120.0 
thousand ha, and for a fodder - 50.0 thousand ha, for maize 
- 170,0 thousand ha and 714,0 thousand tons, for barley - 
50,0 thousand ha and 160,0 thousand tons, for oats - 20,0 
thousand ha and 50,0 thousand tons. In case of land consoli- 
dation, the wheat cultivation area may be increased to 150.0 
thousand hectares. 

In order to avoid the long-standing problem, it is nec- 
essary to apply all the reserves for increasing domestic ce- 
real production, for which, first of all, Georgia should adopt 
a financially, technically, technologically and institutionally 
strong State program supporting grain producers, which will 
also involve institutional measures to produce elite seeds. 
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SUMMARY 


The article describes the challenges of capital markets, 
concepts of effects of capital markets’ development on 
the economic growth, the current conditions of the capital 
market in Georgia, restricting and stimulating factors and 
preconditions necessary for the expansion of the capital 
market. Through comparative analysis, the problems and 
trends of development of capitalization are presented. 

The formation of capital market is a long process. It 
requires the formation of financial instruments, consolidated 
legal or model norms, market infrastructure and institutions. 
In the developing countries, and moreover, in the Post- 
Soviet countries with least-developed economy and 
transformational law, the capital market is undeveloped 
considering the capacity of economy and its potential 
benefits. The banking sector's ability to finance the economy 
is restricted, the demand on investment capital is wide, as 
a result, with the traditional bank financing, establishment 
and development of the capital market is considered with 
any alternative. 

The paper analyzes the causes that impact on local capital 
markets functioning and the prerequisites without which the 
capital market can not be formed and developed in Georgia. 
The characteristics of impact factors on the capital market 
through examining of economic literature are presented. 

The strong institutions and the well-functioning legal 
system are important for local market development, as they 
provide the protection of investors rights, including the 
protection of minority interests and attracting investors. 
The studies show that the country, where the rights of 
shareholders are protected and the transaction is not 
expensive, has more developed local markets, however, 
there is a different view about the necessity for regulating 
the securities market. The initial studies argued that the 
securities market may not be regulated, but according to 
the recent researches, the regulation is essential for private 


contractual framework standardization and fraud prevention. 
Today it is widely recognized that the laws of securities are 
critical to the development of the capital market; 

Finally, the article proposes the structure of market 
prerequisites that are based on several piles: macroeconomic 
stability, institutional and legal system, market size, market 
composition and pension system, transparency and financial 
infrastructure. Despite the absence of institutional, legal and 
infrastructural barriers, many economies are unable to attract 
investors in order to ensure the optimum level of capital 
market and efficient liquidity. In this regard, the compulsory 
pension systems are introduced, which is an opportunity to 
attract the long-term instruments of investment. It is the 
condition of the development of the local bond market. With 
the liberalization of financial markets and in the effective 
regulatory environment, investments in the state bonds that 
dominate in Georgia today will be added by expansion of 
the corporate private bonds market. Similarly, the derivative 
markets cannot be developed without a well-developed 
market and, in turn, they will contribute to the development 
of the capital market. Moreover, the bond market requires 
the well-developed money markets in order to encourage 
the monetary policy to ensure the stability of the percent 
rate that will support the development of the bond market. 

The developed infrastructure is one of the essential 
conditions for the functionality of the capital market. It promotes 
trade and information exchange and provides access to 
predictable products on the background of a less costly system. 
The transparency and information provision of corporations is 
also important, which instantly connects investors with money 
investors. In the framework of the Association Agreement 
with the European Union, Georgia shall ensure approach 
to the legislation regulating trade with securities of the EU 
guidelines. The main requirements of directives are to increase 
the transparency of transactions and the price, the financial 
statements of the issuer and the openness of the information, 
as well as the equal condition for the investors. 
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EMO Hoo നറ bdoé»( ൫3൪3൬൮൪ wo hggby, abg md 
33305 ൫ 9300000൦, 0011060൬൩൦ od 0306 00b gogmabob Jagd 
dcb393q6099099300. 

൫യേറുററ 33൬൮3൮0 ദു0നഠറന്ന 03൩0൯൩00൫0 ൦൦0 (00 ojbogco- 
൬൭൪൦൦0 6൫൦൧൦൬ 06൭൫൮൪൬൦. deo dmb ogo 293 0000൨, 
0൬൦൮൬0൦00൨ gbojmmman ൮3ന0നര്‍റൂറ womgdo (2002). 
bom 3൦4090൦00 gzmbmdagzobo Oo 3350036 93550363055 
(3g badogabdpogob ) goansbodsdo aobabomeg@o. 3960000൦00 
gjb03cq»080360 33050903360 ൭൮൩൫൨01൦ po 43q30m0 (9033- 
30065390) 33«bodoaob 360-360 «3d390393«0». 330bo- 
ററ 90൩൪൬000 jodbgdobn o33«»33(» 60306 gbado- 
mman Ed ൦൭൦ ൭൯൩൭൪ ൮൬൪൬൦൨൯൦ (agobomao, 2017). 

4393000 33«bo9003» 236 30033 Jaba $06906390b 36503» 
യാ dob 1306൬൮00 150൦0 മന൪ററ gobsmgoe@9d0. doybg@o- 
390 ౧౦౧౦౦, ൫൯0 obmo ob asbbb353393c»0 do3q390b35b 
9302339», 9900൭൪600൦ 3333 d3de»3b dobasb dbadgbgmmgobo 
8HoJhogjzomo 030333900 00൬൮0൦. gb obobye@oo 30b363- 
Ayma 030603900, 9൯൬൮൬൪0൦ po 6൦6൦൬൮൮൪൨൦. 35350»: 
090500» 4533000 03060», 6906൮43൪൨ 03060», j53- 
3000 ൬010൦01001 03060», 03903 3e»o Hogombos~myGmdob 
൦൮൩൭൨൦, ommal 90൦൬൯൫0൨ Oo ൪൬൭൮൭൨ 9൯൬൮൬൨. 

൭൦00൦൦൫൪0൮ ൦൭0൦0൮൬൪൨3) 309393 6030090 33»bo- 
ററ! 546353609» yooegboo, 6൦൮0: 

1. 1833000 dagamdo dadobdghmbamao bbaopobbgo b35o- 
00000001 bo fdoobmdob gobbobomggmogp, HmgMH3 obqooso- 
Ejdobs Ed 90൫0൮0൨1, ൭103 0986൪൨1൦ CEs 6൭0൨൯൩0൪൨൪ 
0൦0൦01 bbgogobbgo ൭൯൧൪; 

2. 10090൦റ 330b«odo3» bodyomgòob admggo, റ൬0൪0- 
0308060936 bbgogobbgo 900001 ൭൦0110ദു൦30)൬റ 0൬൫03), 
നര്‍ദൃനറ്റു 9033e»030b oh ൪൮6൦൦ ൫൫൦൬൭൫൨൯൬൨ 330bo- 
ററ ന8റ്രൂററനഠ0. 

06080൦0൦ gzmbmdazod obbbo 3530060 റായറദുറയുനോ)റെ 
മഠ൬ഠ)ഗ്ല906റയഈറ)൪)001 00൬൮൪൨ 3305080336 po ybajommaayó 
൦00൬0൪00 domob. ൭൮൦൫൬ ൫൦൬൮൭൨ bedgmoab 6000൪ 
dogjorgbgdobob (53530063000 0൯൪൬൨൮ amdodgdab 6303b- 
anodo ombadbymao, Hod (൦൬൮൫0൦ 00000൨) ന൬റ wobasbydobo 
യാ 030603e»0 ൬൭൯൭൪൬൮൭൭൪൨൯ |00൯൦ഈറ)0റ൦ ൦01൦൦൪൮൫) ൬റ 
Hom ౧౦౮౨౦౮6౮ 439300 13൩0൯0൨൭0൪ oboma womgol ర్య్యిం- 
bobs യാ 006൦ gobgnmomgdodn. od ൮൭൪൭0൦ «omo gogmgbo 
0൩൦0൬00൦ 33050003360 3൬൫൭൪൨൪ dh dadoorjmgdobo 
(00 do»0()03503. 

2015 Domb dboge»oo dob30b dogo gdm bogo- 
dox ened dog3e»oóob 0൦9൭൫൯0൨ „World Development 
Report 2015: Mind, Society, and Behavior" bhmm 
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06080൦ 1൬0൯0000 40൪, 336deq 30 adob, 03 ൪ന൫ന൪൭൭ 
Dgbodengdgmo (൦൬൮0൨1 Hododggdab (Nudging) ogmab 
390099639» 96൦000൭൦00. 

Hhomgdode 33൬൭൭൪൨൪ ൮൫൭൬ dgabhogm@o, 3600 806౧, 
ob 39c0390, hmmm 0൬00൬൮00 9900330390 bbgo@o- 
00౮ 0069809, 9൮൬൭൭ 60൭൨3 - boda mggdo, ൭൪0൬൩1 
agama ejab 3»09093360c»390b dowgdob ൦00൫൮40 bodob- 
mabo po deodbobyHgd0b gocaob, 03033360 b3bbob omgdobe 
൦] bodghbom gQmbegddo gohgghosbqd0b hmb. Homa vob 
001റ)യദുറ൦ gb oHob oboma 16090൦റ 11൬0൯00൦, ൫൨൭൬൮ 
000౧0 adob, o ൫൦൫൯0 ൭൭൮330 ൪൬൦00൨൦000 ൫൫൦൬ററ)റു൬റ 
930൯0000 (౧00౦0 po ൭൩൭൬൩൪ dgadmgòo daba 35909303900 
bab3639e»0 00൬൮906൨01 00൭൮൪൦ (Richard H. Thaler - Misbe- 
having. The Making of Behavioral Economics, 2015). 

439300 80൯00൭00 doéoo»qo റേടിററൂദ്ന്റ doeg- 
3990, Joó39e» ൭൨൭0൨, 110൬൦ deongogegh ൪൮3൬൦൮൪൬൭൫൨൭൭ 
od 000൦0൦൬00൦ dgdydoggòyma ൦0൦06൩ dsHmpeqbgdob 
cbomndnbogob. ൭. 1000൨ magab 0൦0600൮൫൯൩ 0൦09൭൨൯00൨ 
൦൫൬൭0൦ 0൪൪൦൬൬൨൨ acdbo535ob 0൮൦0൪" (“The Theory of 
Moral Sentiments“) റഖ: ,hggbn bohagdmob 96൬൭൦ ౧౦౧౦౧౮౦, 
hod b33b 3963333«»0 ൭൦00൦ do3093o, Home@gbmdHag0@ 06 
Johal boHagdmob ൪൭൬൬൮0൯൪൭൨ 6000060൮൦൦ 50൦൬7൬൫൮൭൨ 
dbadabgmmdom, ൬൬ 03039 ൦൦0100 godmggoéomd999b°. 3b 
magaba dbndgbgmmdnm ൭0൨൮ ,60b30b mogn@b »(00»390b 
3b639q300° - Loss Aversion (Smith, 1759). 

gbofeommagdds 236 30093 00-20 bs333bob Oobofyobdo 
300390  o(oqb3b, md »(»dosbgàb ൭൫൦0൦൭൫൩ — 6ob3o 
093023390, ൭൫൦0൮൬ 59303390 ൬൭09906൭0൨. qob53563390 
39000»3900  396o  d(303b33e«0e, 30063 »b5Q»080360 
dobdododob 0൭0൭, od 90൨100 damgòyma 0൦൭൭00൬൨. 
(നരം ggmbedogob dog 3o gb gyagwargg~@myrgyo- 
moo - 9600 wo 00533 moegbmdob mobbob dmeababs (qoo 
(0306 30b 600൦091൦00, od ౨౮౦౦౧౮౮6 doo39:3e»0 0൦൭൭൭൮൬൨ 
യാ Wobszo0620 16൦0൭0൮൦00 Homa 10൬൦ ogob. domoob 
0൦൫0൫0൦൬ 0൯൩1൮൦ 9001 dpm ദീദുറററുറതറ g3:mbeordogob 
0060൯൩൮000, Hedge: dadmagnogodgb ൬00൬ 2od8bqdobdo 
യാ odb (൫3000. 2002 (൬0 ababa ogab3b dagga 
bmdgmal 3639oob wong 3300903»do gbofowmmannb 
റ0(9൫൪റ൪ര്‍റbഗദറം (൭0൨൩1 ൫3001൨ 660൮0000 0000306൦0൬) 
BdOOd330Md po 90000 396 danym 0൯൭൬0 369౧0). 

0൯൬൫൬ ൬൮00൬ jodbgdobobo യാ odb (൫306൨ 36cb- 
94% (9060000302) ൭൮൩൫൨൦ (Prospect Theory) oob 
4993000 11൬0൩0൨3൭൨ 03060», ൪നര്‍ദൃനററ് ൦0൭൭൦, o» 6o- 
a 93909996 oMhggebb ൭൬൭00൦0060 bbasqobbas omdbsme- 
dob ൭൬൫൮൦0൦൫00 0൬൭൨, Seodengda3 035390639300» 
0b cob, bo@og 90൬൮900൮ 0൬൦0൦൯൩൦൪൦ 0൯00൦. doo bdodoob 
0060000300 ൭൮൩൫൨൦: ററ ൫൦൬൭43൭൫0൯ oboendo" 
(1979) നന ,badobdogyé0 (റം 06090൦ ൮ന0നര്‍റൂംള്‍റ . 

06030൦ 930൯0000 55039e»3609583 090439൬99 dobo 
൭൦0൩൭000 dÉogomdbhngo »53346390, 90600൬: 
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e  dj39360o 305903469396, hn bodmao@m dodo 
CogHm30mM0 0൦000൮00 gambedoz Ho 00൫൮൭0൨0 గం- 
deogemgbol 068^»; 

* bob3e»dpogob, mgm 00200൫6൯ 43990 q»963o- 
൬൪൪൨1 (4833000 305930»036390b) @odenggab dodbow 153300 
93౧00౧30౮౧; 

*  ja9gbob 9൭൯0൨൪ 0൪൭0 1533000 gambedo30; 
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0390400൪ 33«bodoaob 0൬൭ 400൫൪൫0൨ 0533560003905 


e odpm 600000 —c3o6(y3bob(y3e»o 


aobbo603e»39ob»b. 

Logo Go ര്‍നനറററൂറ doósbos 9൬00൦00000 (bcos- 
ഒറ) ba&obbob 353020036305. ౨8౮6౧ ogymoabbdgdo ob, ൫൯0 
do»e»»]939de, Smammy3 ൭0000 ൭൮൬0൫൬൪൨൭0, bob3e»- 
doo obo(30»5(503390b 35bbo6(03e»390bsb d30535q«»ob 1533» 
00൫00൭0000, Nudge-ob (,bsaobaob"), అల్యణర్య bobge- 
dyogmbo po 9൩൮൭൬൦൭000 geodybogo3oob 3993460»bo90b 
BHoab 00൫൭600001 godeygbgdob 3900. deobobegmdal 
(9౧౦౧ 0൦1000 080901 ൫൭൭൫൮൭9000 03000300 bogdome@ 
db3e»0», aobb533063600 ghdgmgo@oobo sqHomenb gebdo9- 
൬൩൦൦00, Gob aoda 93360 bobgemdhngm dmmatodo gobo- 
bye» dodobb 396 ombagh. bobgemdhogm 0൦൫൦3000 9.0. 
൭൫൫9൦000 563063303605" 40൬൭൦൬ hodghgdob bodyomgòno 
60693039300 101000000൦ oeodobb ൮0൬ ydodgmb ,bpo6 
001000 po ൭0൭3൭ hmb deb തററ 053053939» 
ഗനം nbg, Omammy dob boo. 

gb 963౧69070300౧ 03൩0൩0൨൫൦0 (00 be(3000203 39b 
00൯0൬൮൪0൦0 cdmggb, 1039൦ ogomno 00൮൬൯0 0൯൭൦൬൦൮൮൦൦ 
മഠനഠ്ുഗ്ല06റയഈറ)0൨൪ 00൬൮0൨ 36cg3bob 0൦൫൦൦. sdogboe, 
439300 g3mbednzs gobgnmshoo po gedmygbgd0@0 gəbə 
dooghmdab 00൦0൦൬൬൩൪1 ൬൯0൮. 

റേരദുറൃന്നറ bsdoroghmdo 30999390, ൭൯0൬00) 3b (3dbo- 
«030990 godeonygbgb, Caen 660൫൦0൮൦൨1 00000൫൪൫൦൦ zoda- 
59390 (Oo odd-b bob3e»dpooo ൬൮00൫൦6000 090. 039032, doo 
093960» oghhHo~o, oboma 93e»obqoo, 90൮600൦00൦, Cobos, 
0൬൫൦0൭0൬൦൨. 

2010 bomb  353600553503e»o0 900൮൯ — 3639036- 
0000൫൪0൦ (330 100060൯00൦ Jgqybob 0൦൦0൯൩൪൦0൨ 0000൦ 
bozmbbympogoe mobo ,,6090൦റ 980൯൫0൮൪൨1: ദൂ0൬റ (BIT- 
Behavioural insights Team), ൪0330൪൪൨1൫) ൬റ b»300b390b 
dgbhogmobo qe daba 36»4$o33e»0 GS gomodsogoobago0b. əd- 
00൭൬ ob 33e»3300 ൫00൫60൦൬ hodmyomndoo, ൭൯0൬റ॥ dodsoboo 
൦0൦൭390൫൯൦ dabgzdgbpob mddododogoo ൭൨൨൦൭൬ (൫൬0൨൮൪ 
0റ൬ ൩0൫൨1൦ po q3930»3$39ob godemygbgdom. gb 36033q»0 
dmbofnmgmdb ban 0030600൨ ౧౮౧౦ bobyedhage b663]- 
൫൮6൭0൨, Smamernges: @obofdgdob 60006൨ (Jobcentre 
Plus), 00000൫൨01൦ യ jmndognb (3e»00»390b യം 
0000൫൨ (Department for Energy and Climate Change), 
൭0000000, obo3550390b po 36o9o3boob5e»360 3656-53333- 
dob gobgnmomqd0b (33»6(55909bo (Department for Busi- 
ness, Innovation and Skills), @g@oJomogob dmmngonb 
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990009900 (Metropolitan Police). domo gengmgd0m, 
dmde936—M 5 തറ gobdogmmdodo dgqgam0 ൭86൯൫0൪൨൨൪ 
80000" dogó dadydogqdqmo GH amdgb@ogagdobs po goe@oh- 
3൫0൬൪000 60൬00൬ 90o9393e»o g3mbeodoo 1 do~mooshe@o 
రరర b6536«»0b20 ౧౦9౮౧౮. 

Hobo ൫൦൬൮൭൨ odd-ob 0600൨൬൮0൫൨, രര mdodob 
dohgggmn agm po 2015 ന്ധ o3o6 bobwdo dgagdbo 
5039900653e»0 330339905 gobymgnmgdo (5851 — Social 
and Behavioral Sciences Team). 06000൬), 2013 [లు 
odd-b dooghmdedo ౧౧౦౦౧౦౦ gobymgnmgdo „Nudge Squad", 
൫൭൭൬൨ dodobn nym 4393600 gambedabd dob deodoeg3e 
0b3o odempebgdob go@obehygqho@, ൭൯0൬൮) oHbgdmd@o 
66౧౦౧౦, gobdooqmmdnbs po oe@odosbyoo అ్యృ్భ్యరష్యం౧౦, 
൭൦0൦൧൬൨1, be(05q»360 90൭൭000000, bogbmghgdgmn wo 
Jh0obnmn గ్రైర్యింయుర్యం౧0, Leogmal 07൪0൮0൪൨, bpm 
Jboghobmgdnb oedobbadmogoob, bogmoab d93653o95ob» po 
bbgo bodaoghmdm 5565336363990. 

00൪00൭൮000 (Nudge-ob) 000൦൫൦൮)൬൮൪൨॥ dbadgbgmmg- 
00൬ gobgnmoH gdab dogomomns odd-b 0600൨൬൮0൫൨ dof 
odsdob dogo 2015 Pab b34539636do agodoodggybgdye0 
bog0ba9dm q»q039360q39», ൪0൯0൮൬൨൦൭൭ 6333»06039» nno- 
jdob yggmo bodmogHmdo 40000 100൬0000 ദുനന൪൬റ- 
bagno [630090 (൫00൯൬൭൭0൪0 gobymgnmgtoboob Joone 
൭0൮60൮൬൨ bombab 3900q»003o06obsogob^, hmm gb 
൪൬൪൦06൬ (0339300009 ombodbyma (Executive Order, 
Using Behavioral Science Insights to Better Serve the 
American People. The White House. September 15, 2015). 

sabddomoodo, oboma 19006൦ 33e»bob doogHmdod 2012 
Pgb 9100൦ ,daqgoma 660൦06൫00൪ bodmas@mgdo", ൫൨൭ 
m3 MobsddHodmmdb 565360 0൭0൦൦0൯൩൪൦ ahyqdobaob wo 
500850099603 MhHgobadognoboob. dbaogbn 90൬049൬000 
0012000൦ ob 733) 370430000൭99 610൬1൫൦൭00 (9060൦00൦), 
൬00൦00, 06൦0൭൬൦൦00 po bbgo Jagyobodo. 

൦0൦930൯൭ 5663463693990 dbaogbo obma0g09d0, ൭൫൦- 
0൦൫0൫൯ 33050003365 1൦000൨൪൦00, ൭൫൦0൮൬ 0നദുഠയ൬ zmdyba- 
390030400൨ obom dbadgbgmmdob odgbb. dodsc»oj]go» daggob 
൦0൦൬01 3൬൨100൭൨ 0൨൬൭൭൯൦൦ E3moab bobyedhoge qo- 
6393 go@ohyaghomydob 90൬൮0014 dgnme@geb. 

൦0൦൭30൫൯൦൩ dmgmanzob godoMgd0bob „Podadagòab" 
(Nudge, Nudging) aodmygbgònb dogomomgdo@ob ombobod- 
bog00 0390330: 

* റാററ്റര്‍നന്റദ്രുദ്ററതറ smmadngab gobbmmngegdab- 
mgab: 2012 bomb, 3mdqb8oaqbab ర్యాం0ంట్రంతంల్రుంగ్రగ్రథ్రరిం bom 
0൬0൦൫൦ bonga 69390930, ఉణర్యిలుంగ dagdoHogdme@o boggnb 
ob dob 396. odob 00൬0൬ 4676-00 9൮90൦൬ 00000 boagab 
coy (Holland, R. W., Hendriks, M., ఈ Aarts, H. 2005); 

൦ ൭൫൯൩൫0൮൪0൨ po LHHogo aaqdob eahgbgdyengq0q9dd0 
൦൮൬001 oy 0൭990000 60150000 yymgdob 8൯0൨൪ 001000൮0൦0 
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39000D30» 0൭490000 0൦൫0൮൪0൮ dbodsb3e»o3»bo 93950639» 
(Kallbekken, S., & Sælen, 2013). 

00൫00൭0൦  3636303m33636o9ob ga qq4oobmdob 
gcdhonb doóboo ൬റ൬ ൪൭൨0൫൦0൦00, dob5d336b309399o a»- 
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13 320Gb gobdogmmdedo 000൦൫0൦300 3939336o090b ദുന0- 
dgbbs(oob dermbergbam 15-20% 906൫06; 

e ൦000400൦ Jaqmdmodge@goobogab: Deutsche Bank 
Jggmdmdgegdab 40൪00൭ ౧8౬6౧6౮ moboddoodmgdoboedo 
൭0൭0൫൪൭0൨൪ dghbmbomyh 6000൦൫൦300, boog obod- 
96൭൭0൬൮00൨ ghomgqmo@o@ doo393e» (59563900 bimgobb 
bodagmdoddgom dshmghodobogab godeonggbgd96. wom 4- 
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SUMMARY 


Traditional Economics looks at the persons as at some 
kind of rational machine which takes into consideration all 
available information and then makes optimal decision. Re- 
ality is rather different. The behavioral economics claims that 
there is no rational "economic human" and probably will nev- 
er exist. Person's behavior is irrational and this irrationality 
is not random and clueless. Vice-versa - this irrationality is 
systemic and predictable. 

Behavioral economics explores what affects people's 
economic decisions and the consequences of those decisions 
for market prices, returns, and resource allocation. Tradition- 
al economic research assumes that people's economic deci- 
sions are based on the rule of maximizing utility. 

Behavioral economics uses experiments that observe 
human behavior in order to uncover how we think. Behavior- 
al economics has been called the science of decision-making. 
It is a growing academic discipline which uses experiments 
that observe human behavior in order to uncover how we 
think. Behavioral economics is about understanding com- 
mon decision mistakes that people make and why they make 


them. In particular, a large aspect of behavioral economics is 
concerned with the gap between intention and action. 

Classical economic theory assumes that individuals are 
rational. However, in the real world, we often see irrational 
behavior — decisions which dont maximize utility but can 
cause a loss of economic welfare. It means economists need 
to take into account the potential for irrationality. 

Successful marketers must have a profound understand- 
ing of the consumer's thought process in order to create a suc- 
cessful marketing campaign. By understanding the consumer's 
decision-making process, marketers are able to develop value 
propositions that really fit the consumer's needs. The impor- 
tance of understanding behavioral economics for marketers 
is immeasurable as it allows for a better understanding of the 
human mind. Behavioral economics allows marketing profes- 
sionals to optimize marketing strategies and get real results. 

In the article are reviewed applied aspects of behavioral 
economics, also theoretical and practical results of researches. 
These results will be useful in company management, for pol- 
iticians, in private decision making as they give different per- 
spective to rational-functional models. In case of ignoring the 
interdisciplinary approaches, integration of economics and psy- 
chology can result in waste of resources and wrong decisions. 
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The issue of increasing competitiveness and innovative 
economic development, given its extraordinary relevance 
and significance, naturally occupies a prominent place among 
modern economic research. At the same time, there have not 
been any significant changes in real growth rates in Ukraine 
in recent years: after a critical fall in real GDP growth in 2014- 
2015, against the backdrop of active military actions and the 
imbalance in the foreign exchange market and financial rela- 
tions, growth has been restored, however, at an extremely 
moderate pace — close three percent annually, in particular 
2.4%, 2.5% and 3.3% respectively in 2016-2018 (State Statis- 
tics Service of Ukraine: official site). Forecasts for the current 
year also do not show significant breakthroughs, as it is sup- 
posed to slow down real GDP growth to 2.5% in 2019 (Nation- 
al Bank of Ukraine: official site). 

Neoclassical and Neo-Keynesian approaches to eco- 
nomic growth research, common in economic theory from 
the second half of the last century, are now perceived by the 
scientific community as traditional. The first of them contin- 
ues to use the methodological apparatus of the neoclassical 
production function and consistently broadens the list of 
factors of economic growth, thus trying to answer the actual 
challenges of modern economic life. Another approach, the 
Neo-Keynesian, based on the concepts of efficient aggregate 
demand and multiplier expansion, is based on the recognition 
of the leading role of investment spending, initiated primarily 
by public decisions, and not by private business (Dequech... 
2007). According to the logic of the Neo-Keynesian models, 
"gaps" in private sector investment activity must be offset by 
state-sponsored or stimulated state investments that can ful- 
fill the role of driver of economic progress. 


The purpose of the article is theoretical substantiation 
of the necessity of liberalization of socio-economic develop- 
ment on the principles of philosophical and methodological 
principles of neo-liberal economic theory and disclosing ways 
of practical implementation of neoliberal guidelines in the 
context of stimulating economic growth and competitiveness 
of the Ukrainian economy. In turn, the need for liberalization 
of the Ukrainian economy is closely correlated with the resto- 
ration of the reputation of the neo-liberal economic doctrine 
as a whole. 

The subject of the study is the ontological and epistemo- 
logical dimensions of economic freedom in the context of its 
impact on socio-economic development. 

The objective of the study is the process of liberalizing 
economic development in a national and global scale. 

Actualization of the tasks of increasing competitiveness 
and providing a qualitatively new innovative impetus has been 
realized, in particular, in the study of “the most fundamental 
and urgent problems of world development - ensuring sus- 
tainable and stable growth of the world economy” (The Sver- 
iges Riksbank Prize in Economic Sciences in Memory of Alfred 
Nobel, 2018). It is about the award of the Alfred Nobel Prize 
in 2018 to V. Nordhaus and P. Romer for the study of climate 
change and technological innovation in the long-term mac- 
roeconomic analysis. The wording of the Nobel Committee 
reflects the recognition of the need for a continuous search 
for new factors and factors for economic growth, including 
climate change, new technologies, environmental aspects of 
economic activity, etc. 

In our opinion, solving the tasks of strengthening com- 
petitiveness and innovative type of growth can be realized 
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on the basis of the potential of liberal and neo-liberal guide- 
lines that have undergone a long-term review in developed 
economies. |n the transitional, emerging economies, the ide- 
ological concept of neoliberalism can become the basis of so- 
cio-economic progress in several areas. Among the main ones 
is the realization and maintenance of economic freedom and 
responsibility, the rejection of the paternalistic type of state, 
the formation of a powerful and rigid institutional framework 
and certain “rules of the game” in the economic space. 

According to our belief, theoretical representations and 
real actions of the reformers of the socio-economic systems 
of the last decades of the last century were in the plane of 
the orthodox neoclassical theory. This was facilitated by the 
development and implementation by developed countries 
of a United States-led recommendation package, known as 
the Washington Consensus. Consciously or unconsciously, a 
profound substitution of the concepts, according to which 
the opinions were spread, was carried out that the neolib- 
eral economic theory served as the basis for the adopted 
recommendations. The dislocation of the neoliberal theory 
was also facilitated by the fact that reformist rhetoric indeed 
contained leading neo-liberal ideas. 

In fact, the basis of the adopted recommendations of 
the Washington consensus was the ideas and conclusions 
of the theories of monetarism, the economy of supply and 
rational expectations, which together formed the core of 
economic neo-conservatism (History... 2015). As you know, 
neoconservative economic theories in the pre-historic period 
represented the ideas of economic orthodoxy - a dominant 
paradigm that largely imitated the neoclassical economic the- 
ory. The Washington Consensus was implemented by interna- 
tional financial institutions, including to address the econom- 
ic development problems of transitional post-socialist and 
post-Soviet countries, which were forced to comply with its 
recommendations in exchange for loans, primarily the Inter- 
national Monetary Fund. 

“Indicative set” of the recommendations of the Wash- 
ington Consensus: large-scale privatization of state property, 
maximum increase in the level of openness of economies, to- 
tal liberalization of pricing and currency regulation, reduction 
of budget expenditures, refusal of state support of the real 
sector and implementation of social programs. The econom- 
ic policy that became the consequence of the intellectual 
domination of the neoclassical orthodoxy was devastating 
for transition economies, since in the absence of relevant 
market institutions and developed market infrastructure, the 
formation of deformed quasi-market structures became the 
consequence of its implementation. 

The postulates of the neoclassical theory, in particular 
the practical embodiment of the ideas of social constructiv- 
ism (Rothbard, 1979), proved to be disastrous for Ukraine 
and other countries. Privatization has become a kind of dis- 
tributive mechanism through which the concentration of the 
most effective state-owned enterprises in the hands of peo- 
ple close to power, Officials, party functionaries, former busi- 
nessmen, and criminality has been carried out. The extremely 
dangerous mechanism of initial accumulation of capital was 
launched, accompanied by negative social consequences: an 
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increase in the income differentiation of the population, the 
lack of a middle class, poverty, the criminalization of society, 
the growth of corruption, and others. 

Thus, the concepts of radical economic reform were de- 
veloped, propagated and implemented by leading represent- 
atives of the prevailing neoclassical orthodoxy, far from the 
knowledge of the neo-liberal economic tradition. According 
to neoliberals, radical reform will never provide the right re- 
sults, since the total reorganization of a modern, difficultly 
organized society under the foregoing schemes is doomed 
to failure. Planning for reforms is imperfect because of the 
limited human knowledge and the objective impossibility of 
concentration of information in a single center (Block, 1991). 
At the same time, conscious actions for the improvement of 
institutions of expanded order are possible, since each in- 
stitution must be subjected to rational criticism and remain 
open to attempts to improve it. At present, the problems of 
global uncertainty and information “depths” of economic de- 
velopment are significantly increasing (Tokmazishvili... 2018). 

The essence of the liberalization of social and econom- 
ic development lies in the movement towards economic 
freedom in the broadest sense. The main ideological and 
philosophical content of liberalization is the strengthening 
of human-centeredness of the socio-economic system, the 
restoration of the transparency of economic relations, the 
strengthening of the humanization of the economic space, 
and ensuring a clear institutionalization of interactions be- 
tween all economic actors. The liberalization of the modern 
economic system is a reflection of the objective patterns of 
modern economic development, and is also supported by 
an active policy of supranational structures and internation- 
al organizations that realize the subjective beginning of this 
process. Further liberalization of social and economic life is 
greatly enhanced by modern globalization processes. 

An extremely primitive interpretation of liberalism as a 
state's non-interference in economic life and the implemen- 
tation of the "policy of free trade" must go back to the past. 
Note that absolute, "pure" liberalism has not been realized 
in any of the economic systems that call themselves mod- 
ern market or mixed. Just as the notion of capitalism of free 
competition (market economy), it is a peculiar fetish, an ideal 
model. Therefore, there is a logical question: what is the in- 
tellectual value of a liberal tradition and what is our commit- 
ment to the ideas of the consistent liberalization of economic 
relations? 

True, true neo-liberal tradition is based on the under- 
standing of man as a self-sufficient value, recognizes the 
priority of human action, self-esteem, self-actualization and 
self-improvement of man. All these "self-" do not arise in an 
isolated environment, they are based on the interaction of 
individuals, their mutual respect, mutual understanding and 
mutual support. In this sense, the neo-liberal tradition does 
not close in the circle of individual intentions and actions, it 
studies and promotes the creation of an institutional envi- 
ronment, coordinated with priority individualistic principles, 
with mutually beneficial and responsible activities, primarily 
economic (Galchinsky, 2011). 

The movement towards economic freedom as the pri- 
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mary content of liberalization in the economic sphere should 
be based on ensuring the foundations of competitive access 
to economic resources, lack of discrimination, respect for 
property, deregulation of certain spheres of economic life, 
increased responsibility of economic actors, transparency of 
economic processes. /n the modern world, the key indica- 
tor of the level of economic liberalization is played by the 
integrated index of economic freedom, which assesses the 
level of real support for economic freedom by the relevant 
institutions and policies of the countries. 

Annual studies of the famous Canadian think tank - 
Fraser Institute (Gwartney, 2016; Hall... 2014; James Gwart- 
ney.. 2018) provide a fairly objective assessment of eco- 
nomic freedom by comparing aggregate groups of indicators 
that characterize the size of government (government con- 
sumption, state entrepreneurship and investment), the legal 
system and the protection of property rights, the reliability 
of the monetary system, the freedom of international trade 
and the system of regulation of markets and business . The 
most free countries (first quartile rating) show higher per cap- 
ita income, higher rates of economic growth and higher life 
expectancy. We observe a contradiction, which once again 
proves the correctness of our judgments: if Ukraine were 
to have genuine liberalization, it would be unlikely that the 
country would be in the fourth quartile (the least free coun- 
tries) in terms of the index of economic freedom. Thus, in the 
2016 report, the country ranked 135th out of 159 countries 
(Gwartney, 2016). 

The report's figures for 2017 were even more disap- 
pointing: Ukraine ranked 149th out of 159 countries, losing 
14 positions over the previous year. In addition, in the reports 
2016 and 2017 Ukraine was the only European country in 
the last quartile. In the 2018 report, the situation somewhat 
stabilized - Ukraine ranked 134th out of 162 countries in the 
world. The position has improved somewhat by reducing the 
size of the government and improving the regulation of the 
credit market (James Gwartney... 2018). 

The latest Economic Freedom in the World report, pub- 
lished in 2018, provides detailed data on 162 countries and 
territories on the basis of a flexible and continuously im- 
proved methodology for calculating the Economic Freedom 
Index, and is based on the ranking of countries in terms of 
economic freedom. The Integrated Index of Economic Free- 
dom is calculated on the basis of 42 indicators that represent 
a combination of sources and factors for the expansion or 
limitation of the impact of state policy and institutions on the 
economic freedom of individual countries. 

The integral index of economic freedom combines a 
system of indicators that measure the levels of economic, 
political and institutional support for economic freedom in 
the world. The methodology and the methodology for calcu- 
lating the indicators are unified, based on objective criteria, 
because in this index actually do not use surveys, expert opin- 
ions, subjective impressions, etc. Instead, the correctness 
and comparability of the results are ensured, which, in their 
turn, allows them to be widely used for scientific, research 
and business purposes. 

In our opinion, the integral index of economic freedom 
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has not only theoretical and methodological value, but also 
reflects the practical value of the study of the degree of stim- 
ulation or restriction of economic freedom. This is explained 
by the fact that the indicator measures the non-idealized, 
exemplary situation of liberal development and assesses the 
level of liberal orientation of world politics, while attempting 
to assess the level of real support for economic freedom by 
the relevant institutions and policies of countries. 

The "Size of Government" (first block of indicators) as- 
sesses existing restrictions and probable threats to economic 
freedom. The logic of this group of indicators is clear, since 
the growth of government expenditures, procurement, taxes, 
and the number of enterprises belonging to the public sector 
significantly restricts economic freedom (Hall... 2014). In the 
end, the free personal choice of consumers and producers 
is substantially limited by state actions, the adoption of ap- 
propriate decisions by the state authorities. Indicators on the 
basis of which the size of the state is calculated in the econo- 
my are the volume of state consumption, state transfers and 
subsidies, the size of state investments and the number of 
state-owned enterprises (Buchanan, 2004). In addition, when 
determining the size of government, the highest marginal tax 
rates are taken into account, including the highest margin- 
al tax rates on income and wages. The launch of ProZorro’s 
transparent ProZorro Procurement system in Ukraine and a 
substantial reduction in the Single Social Contribution (CSP) 
allowed the country to improve this ranking of indicators. 
So, ProZorro is a hybrid electronic open source government 
e-procurement system created as a result of a partnership be- 
tween business, government and civil society (State Statistics 
Service of Ukraine: official site). 

"Legal System And Protection Of Property Rights" (sec- 
ond group of indicators) assesses the foundations of the 
economic-legal system, its level of civilization, the degree of 
economic freedom and the availability of civil society. The in- 
dicators of this group include: inconsistency of the legislation, 
independence and impartiality of the judicial branch of pow- 
er and justice, the reliability of the work of law enforcement 
bodies, as well as the assessment of the possibilities of in- 
terference of law enforcement agencies in the administration 
of justice and in political processes. In this block, in particu- 
lar, the degree of influence on the economic freedom of the 
business entities formed in the state is taken into account, 
by assessing the principles of law enforcement in relation to 
contracts, the regulatory value of real estate purchase trans- 
actions, business losses from crime, etc. In the past year, this 
group has replenished with a new index - the index of gender 
inequality. However, the most important was and remains the 
index of protection of property rights, in fact, the protection 
of individuals and their legally acquired property. Researchers 
at the Fraser Institute, as well as representatives of the ne- 
oliberal trend, consider this function as the most important 
function of the government. It should be noted that it is the 
most vulnerable in the period of economic transformations, 
including in Ukraine. The contradictory nature of the legisla- 
tion, the impartiality of the judiciary, the possibility of pres- 
sure on court decisions on the part of the power, business 
and state structures are realities of the Ukrainian economy 
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that make it impossible to improve positions in the rating of 
economic freedom for this block. 

The aggregate of indicators of the third group “Reli- 
able Money” is the smallest in number, but it is extremely 
important. Indicators integrated assess the growth of mon- 
ey supply, inflationary developments over the past year and 
the deviation of inflation, as well as the possibility of opening 
bank accounts in foreign currency. Given that inflation re- 
duces the value of all incomes and savings of all categories 
of the population without exception, the critical importance 
of reliable money for the protection of property rights has 
been emphasized. In situations of high and volatile inflation, 
individuals suffer from loss of income, planning their future is 
much worse, and less efficiently implementing their econom- 
ic freedom. The transition to the inflation targeting regime 
in Ukraine took place, however, rather painfully, by a signifi- 
cant devaluation of the national currency in 2014. In addition, 
significant restrictions on foreign exchange transactions were 
maintained until the end of 2018, when the liberalization of 
foreign exchange operations was regulated (National Bank of 
Ukraine: official site, 2019). 

The next set of indicators (fourth) reflects the freedom 
of international trade in the sense of freedom of exchange in 
a broad sense, that is, the possibility of buying, selling, con- 
cluding contracts in a situation where freedom of exchange 
applies to enterprises and individuals in other countries. Con- 
sequently, freedom of trade at the international level means 
free exchange across national borders. In today’s globalized 
world, the freedom of international trade is a vital element of 
economic freedom. If governments implement protectionist 
policies, even on a limited scale, they reduce the ability of 
citizens to engage in voluntary exchanges with other coun- 
tries, that is, they reduce economic freedom. The indicators 
of this group measure a large range of trade restrictions: 
tariffs, including average tax rates and foreign trade tax rev- 
enues; quotas; hidden administrative restrictions; regulatory 
and non-tariff barriers to trade. It also takes into account the 
actions of the state aimed at controlling the exchange rate, 
the movement of capital and labor, restrictions on foreign 
ownership and investment, estimated cost of observance of 
normative requirements for export-import operations. High 
ratings in this group are only possible with low customs tar- 
iffs, transparent and efficient administration of customs pro- 
cedures, freely convertible currency, and also “weak” control 
over the movement of material, human and other types of 
capital. At present, the progress towards liberalization of the 
movement of all types of capital and the transparent admin- 
istration of customs duties is insignificant. 

The last group — “Regulation” — uses a set of indicators 
that assess the internal, endogenous direction of government 
regulation. We are talking about the burdens of regulations, 
restrictions on the rights of exchange and trade within the 
country, complications with obtaining loans, employment, 
obstacles to managing their own businesses. The indicators 
of the fifth group determine how regulatory regulations re- 
strict access to markets, impede the freedom of voluntary 
exchange, and reduce the level of economic freedom. It 
is about limiting the freedom of exchange in the market of 
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credit resources, in particular in the aspect of private sector 
lending and interest rate control; regulation of the labor mar- 
ket, including taking into account the rules of employment, 
the cost of dismissal of the employee, the minimum wage, 
the flexibility of procedures for recruitment and release, the 
rigidity of procedures for the conclusion of collective agree- 
ments. The conditions and consequences of direct business 
regulation are also taken into account: administrative re- 
quirements, licensing restrictions, bureaucracy costs, busi- 
ness start-up costs, additional payments and bribes, and the 
cost of complying with tax laws. The high level of the shadow 
economy, the significant corruption of economic relations in 
Ukraine, the widespread traditions of tax evasion do not al- 
low to improve the existing position in the rating. 

Together with such disappointing assessments, there 
are few examples of the gradual expansion of the liberal- 
ization of the Ukrainian economy, in particular by imple- 
menting measures to implement the Association Agree- 
ment between Ukraine and the EU. Among such measures 
are the formation of competitive markets, equal access to the 
infrastructure of all market participants, the liberalization of 
entrepreneurial activity, the formation of a favorable insti- 
tutional environment for licensing and licensing regulation. 
Such liberalization should take place on the basis of neo-liber- 
al doctrine, in particular the completeness and accessibility of 
information, transparency, communication, and responsibili- 
ty. Among modern examples of liberalization of the Ukraini- 
an economy are deregulation of the business environment, 
liberalization of the intellectual property market, tax reform, 
easing currency restrictions, and others. 

The data released in “Economic freedom in the world” 
provide an opportunity to analyze the impact of economic 
freedom on investment, economic growth, income levels and 
poverty. They also allow you to analyze the effects of restrict- 
ing economic freedom, the differences in levels of economic 
freedom between individual countries and the dynamics of 
respect for the principles of economic freedom. Studies show 
that countries that have formed the right institutions and pur- 
sue policies that promote economic freedom have higher lev- 
els of income, wealth, investment, and more rapid economic 
growth (Gwartney, 2016; Hall... 2014). Among such countries 
are Hong Kong, Singapore, New Zealand, Switzerland, Ireland, 
USA, Georgia, Mauritius, Great Britain, Australia and Canada. 

Countries with a high index of economic freedom (eco- 
nomically free) show better results than countries with a low 
economic freedom index (so-called unfair) on many indica- 
tors, primarily on welfare indicators. Countries from the up- 
per quartile (the first in the forty countries) show GDP per 
Capita average S 40,376 compared to $ 5,649 for the lower 
quartile countries (the latest by forty countries) (measured 
at purchasing power parity at constant prices in 2011). In the 
upper quartile countries, the average income of the poorest 
10% of the population was S 10,660, while in the lower quar- 
tile - $ 1,345 (James Gwartney... 2018). 

It is significant that other important indicators of so- 
cio-economic and humanitarian development also show 
a correlation with the degree of economic freedom and 
demonstrate the advantages of more free countries, namely: 


6BMMSS@MNBOGCNS Cd 90096010 Nes, 2019 


LIBERALIZATION OF ECONOMIC DEVELOPMENT AS A DRIVER OF ECONOMIC GROWTH AND COMPETITIVENESS OF UKRAINE>S ECONOMY 


the expected life expectancy is 79.5 years in the coun- 
tries with the upper quartile of economic freedom and 64.4 
years in the lower countries; 

the level of observance of political and civil freedoms in 
economically free countries is much higher; 

gender equality is higher in economically free countries; 

the level of happiness is much higher in economically free 
countries (James Gwartney... 2018; United Nations, 2016). 


CONCLUSIONS 


Thus, the liberal tradition, regardless of the internal dif- 
ferentiation of the views of the representatives within the 
limits of classical liberalism or modern neo-liberalism, recog- 
nize the axiomatic concept of economic freedom. Liberaliza- 
tion of the economic space means the unhindered realization 
of the right to free choice, non-discriminatory coordination 
of economic activity, competition and voluntary exchange, 
open markets, clear definition, observance and protection of 
property rights. It is generally acknowledged that individuals 
and their associations have the right freely to exercise their 
own economic freedom until their actions do not harass or 
harm others or their property. The liberalization of economic 
development is also closely linked to the observance of pre- 
determined rules and norms, the institutionalization of the 
economic environment, the responsibility of economic actors 
and the state, and the transparency of economic activity in all 
spheres. Thus, the primary strategy for reforming Ukrainian 
and other post-socialist economies ignored the intellectual 


tradition of the neo-liberal theory, which clearly separates 
from market fundamentalism and opposes the notions of 
neoclassical orthodoxy. 

Measurement of the integrated index of economic free- 
dom is an attempt to answer the question of how the institu- 
tions and state policies of a particular country meet the ideal 
of a “minimal” state and a “limited” government - the key 
theoretical concepts of a liberal economic theory. The neolib- 
eral ideal of the place and role of the state (government) in 
the economic system, which achieves the highest degree of 
economic freedom, is the following: the protection of proper- 
ty rights, the maintenance of a stable and stable state of the 
monetary system, non-interference in the economic activities 
of economic entities, the provision of a limited, “ narrow “set 
of public goods - services of law and order, justice, national 
defense, as well as the state’s implementation of a certain 
range of social functions. 

The positive impact of economic freedom on econom- 
ic growth, income levels and poverty reduction, investment 
growth and competitiveness are evidenced, in particular, by 
the annual comprehensive studies of the Fraser Institute. 
The economies of those countries in which relevant institu- 
tions are formed and the corresponding policy of liberaliz- 
ing economic relations is being pursued show higher levels 
of investment, income, welfare and faster economic growth. 
The negative effects of the restriction of economic freedom 
in Ukraine are caused by the wrongly chosen model of eco- 
nomic reform, the discrediting of the liberal model of the 
economy, the harassment of economic freedom and lack of 
responsibility. 
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SUMMARY 


For a long time theoretical representations and real ac- 
tions of the reformers of the socio-economic system were 
in the plan of the orthodox neoclassical theory. At the same 
time, reformist rhetoric contained leading neo-liberal ideas, 
which substantially discredited them. The main task of the 
author is to restore the reputation of the neo-liberal econom- 
ic doctrine as a whole and to prove the necessity of liberaliz- 
ing the Ukrainian economy in particular. 

The article reveals the essence of the liberalization of 
economic life as a movement towards economic freedom in 
the broadest sense. The main ideological and philosophical 
content of liberalization is the strengthening of human-cen- 
tered economic system, the transparency of economic re- 
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lations, the humanization of the economic space, the insti- 
tutionalization of interactions between all economic actors. 
In turn, the key economic and political dimension of liber- 
alization can be represented by an integrated index of eco- 
nomic freedom, which assesses the level of real support for 
economic freedom by the relevant institutions and policies 
of the countries. The author analyzes the sources and factors 
of the expansion or limitation of the influence of state poli- 
cy and institutions on economic freedom, which determine 
the level of socio-economic development of countries. It has 
been determined that countries that have formed relevant 
institutions and policies that promote economic freedom 
have higher levels of income, wealth, investment and more 
rapid economic growth. 
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SUMMARY 


Internal migration is an important demographic process 
that negatively affects a countrys demographic balance. 
It can be both voluntary and forced. In the first case, the 
migration of people from the village to the city is due to socio- 
economic reasons. In the second case, people are forced to 
leave their homes and move during natural disasters and 
conflicts (eco-migrants and displaced persons). The problem 
can be considered in a regional context and highlight a 
number of trends that are relevant for the Autonomous 
Republic of Adjara. The reduction of the population of 
regions is importance for ensuring demographic security, 
both for using the potential of economic development 
and for the population in the regions adjacent to the state 
border. Since the internal migration flows are large, this 
can lead to an increase in labor flows from the regions. In 


addition, in the case of vulnerable groups, such as displaced 
persons and eco-migrants who live in different municipalities, 
additional problems arise in terms of integration 
resettlement. According to experts, the control of internal 
migration processes was practically destroyed in the post- 
Soviet period. The movement of the population within the 
country is no longer controlled; accordingly, the issue is less 
studied in the scientific direction. Management of internal 
population flows caused by armed conflict, socio-economic 
and environmental problems requires more attention from 
the state. It is especially important to develop and implement 
policies that encourage the use of accumulated human and 
financial resources for sustainable development, which will 
allow local residents to stay in their places of residence. This 
will affect not only urbanization / emigration trends, but also 
general macroeconomic indicators, income levels and living 
standards. 
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INTRODUCTION 


Globalization is multidimensional, multipart and multi- 
speed phenomena affecting all countries and nations in the 
world. Therefore, since the 1990s, the benefits and challeng- 
es of economic globalization and transformation of the Nation 
States' role as well as effects of economic globalization on de- 
veloping and transition countries has become one of the most 
debated issues in academic, political and business circles. 

Noteworthy, that there are many conflicting approaches 
towards globalization. These approaches could be described 
as neoliberal, rejectionist, reformist and transformist views on 
globalization (Sholte, 2005: 37-38). However, it should be noted 
that the leading form of globalization still is neoliberal globaliza- 
tion, while other perspectives are opposing ideas to neoliberal 
globalization. Therefore, in modern debates about globalization 
there are two most challenging issues: first, effects of neoliberal 
economic globalization on the Nation State and second, interac- 
tion of neoliberal economic globalization and economic perfor- 
mance of developing and transition economies. 

The article is focused on major aspects of neoliberal eco- 
nomic globalization and its impact on the Nation State and name- 
ly, on developing and transition countries. In the next section, pe- 
culiarities of neoliberal economic globalization as well as effects 
of economic globalization on Nation State are discussed. In the 
following part of the article, in the light of neoliberal economic 
globalization, data of the United Nations Conference on Trade and 
Development (UNCTAD) on trade and investment performance of 
developing and transition economies is analyzed and at the final 
stage, conclusions are drawn. 


GLOBALIZATION AND NATION STATE: 
SOME THEORETICAL ASPECTS 


Since 1990s, different aspects of globalization have been 
widely discussed and analyzed by social scientists (Hirst and 
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Thompson, 1999; Stiglitz, 2002, 2007; Bhagwati, 2004; Wolf, 
2005; Sholte, 2005; Friedman, 2007; Rodrik, 2011; Eteria, 
2006, 2009; Putkaradze, 2007; Bedianashvili, 2016; Mekv- 
abishvili, 2016, 2018; etc). It is clear, that globalization has 
many dimensions, such as economic, political, cultural, social, 
etc. However, among these types of globalization, economic 
dimension could be considered as foundation as well as de- 
terminant of development of other forms of globalization, in- 
cluding political and social globalization. Moreover, economic 
globalization is more advanced type of globalization and as 
Stiglitz (2007) noted, "economic globalization has been out- 
pacing political globalization" (p. 291). Noteworthy, that eco- 
nomic globalization includes all nation states with different 
degrees of integration into global economy. Globalization as a 
process leads to global economy, which according to Castels 
(2000) “...is an economy with the capacity to work as a unit 
in real time on planetary scale" (p. 259). However, as Hirst 
and Thompson (1999) argued, the modern world economy is 
internationalized, not globalized. It is clear, that international- 
ization of economic relations among countries is a foundation 
of development of economic globalization processes. Gradual 
liberalization of international economic relations starting af- 
ter the World War II underlines a primary importance of the 
economic dimension of globalization. 

Noteworthy, that modern form of economic globaliza- 
tion is based on concept of neoliberalism. A fundamental 
idea of neoliberal economic globalization is so-called "small 
government" and openness for trade and investment, which 
has been considered as a necessary precondition for eco- 
nomic development of any nation in the world since 1980s. 
A neoliberal approach towards economic globalization was 
embodied in International Monetary Fund (IMF) and World 
Bank recommendations, which is known as "Washington 
Consensus", elaborated in the 1980s. As Rodrik (2011) noted 
"Free market economics was in the ascendancy, producing 
what has been variously called the Washington Consensus, 
market fundamentalism, or neoliberalism" (p. 77). Moreover, 
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for many, globalization was perceived as Americanization or 
Westernization and as Stiglitz (2007) noted, “If globalization 
is being used to advance the American model of a market 
economy, many elsewhere are not sure they want it” (p. 10). 
However, neoliberal reforms implemented in the USA and the 
Great Britain in the 1980s was extended towards many devel- 
oping and transition countries primarily by the International 
Monetary Fund. Consequently, “1990s were years of intensi- 
fication of neoliberal economic globalization and therefore, 
widespread beliefs in superiority of market economy over 
government intervention in economy and government regu- 
lation in general” (Eteria, 2019: 87). Hence, neoliberal global- 
ization has been oriented to achieve fast formation of a glo- 
balized economy based on market mechanisms rather than 
government intervention and regulations. 

A neoliberal globalization has become triumphant and the 
only form of globalization, which despite critics and setbacks 
continues to be a leading policy and ideology. Noteworthy, 
that major opponents of globalization criticize neoliberal form 
of globalization, not globalization itself, which is considered as 
inevitable process of economic development. Therefore, eco- 
nomic globalization for many countries in the world, especially 
for developing countries and countries with transition econo- 
my was the process of adjustment to changing conditions of 
world economic development caused by the necessity of eco- 
nomic openness on the one hand, and by the policy of major 
developed countries as well as by international organizations 
on the other hand. Obviously, economic autarchy was more 
harmful policy choice than economic openness, and therefore, 
the establishment of an open, less regulated economy was in 
line with the goals of these countries. 

Neoliberal economic globalization, using a unified ap- 
proach to the countries without consideration of differences 
in level and needs of development, has enhanced contro- 
versial attitude towards economic globalization in general. 
Therefore, the neoliberal globalization was blamed of dimin- 
ishing of the role of national governments to regulate econo- 
my. As a result, economic globalization in its neoliberal form 
increased the contradictory relationship between the market 
and government in favor of the market. It is clear, that the 
policy of major developed countries and international or- 
ganizations emerged as the main cause of government role 
transformation. Accordingly, the economic factor was main 
reason of transformation often associated with weakening of 
government's role in regulation of economy, especially in the 
developing and transition countries. 

It is clear, that controversy towards neoliberal global- 
ization, especially in developing and transition countries was 
based on belief that it has been shrinking political maneuver 
room for governments to implement reforms necessary to 
raise welfare of citizens. Therefore, as Grindde (2000) noted, 
"policymakers in poor countries have reason to worry that, 
despite their best effort, globalization will constrict rather 
than expand the capacity to develop" (p. 179). As a result, 
most problematic issue related to economic globalization 
is the interaction of government intervention and market 
mechanisms, because "economic success requires getting the 
balance right between the government and the market" (Sti- 
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glitz, 2007: XV ). However, as economic history demonstrates 
finding right balance between market and government is 
the most complicated issue in economics and it depends on 
economic as well as non-economic factors of development. 
Moreover, it should be noted that "give too much power to 
governments, and you have protectionism and autarchy. Give 
markets too much freedom, and you have unstable world 
economy with little social and political support from those it 
is supposed to help" (Rodrik, 2011: XVI). Therefore, neoliber- 
al globalization has been a policy to achieve a fast globaliza- 
tion, which caused many problems in international economic 
relations. 

Noteworthy, that more deep integration into globalizing 
world economy through trade and investment is one of the 
most important factors to improve the level of economic de- 
velopment in transition and developing countries. As Frenkel 
(2000) pointed out "International trade and investment can 
be a powerful source of growth in poor countries, helping 
them catch up with those who are ahead in endowments of 
capital and technology" (p. 62). However, "Most countries 
did welcome multinational enterprises and long-term foreign 
investors, but short term lending and borrowing or portfolio 
flows (so-called "hot money") were viewed differently, as a 
source of financial instability rather than economic growth" 
(Rodrik, 2011: 90). Therefore, as Gritch (2005) argues, "Con- 
trary to neo-liberal claims that global economic integration 
promotes less developed nations' greater economic pros- 
perity, the opposite may be the case" (p. 13). Consequently, 
in addition to claims on negative effects on Nation State, for 
"skeptics" neoliberal economic globalization is also associat- 
ed with deepening the gap between developed and develop- 
ing world, so-called "North-South" divide. 

It is clear, that economic globalization transformed 
government economic policy in transition and developing 
countries rather than in developed countries and "with this 
increased integration, developing countries become more 
vulnerable to fluctuations in international capital flows and 
trade" (Grindde, 2000: 183). Thus, capital movement is the 
main reason of government role transformation. Transnation- 
al companies significantly influence the policy of recipient 
countries and they often are obliged to adapt to the require- 
ments of transnational companies. As a result, "For many peo- 
ple, multinational corporations have come to symbolize what 
is wrong with globalization. Many could say they are primary 
cause of its problems" (Stiglitz, 2007: 187), because "The in- 
ternational mobility of firms and of capital also restricts a na- 
tion's ability to choose the tax structure that best reflects its 
needs and preferences" (Rodrik, 2011: 193). Consequently, 
economic globalization pushes governments to adapt to the 
changing needs of international capital, but it simultaneously 
does not mean that governments cannot transform their pol- 
icies in favor of more autonomous economic policy. 

It is obvious, that economic globalization intensifies co- 
operation as well as competition on regional and global level 
and therefore, enhances economic and political interdepen- 
dence among countries. However, this could be considered as 
a government policy transformation to achieve national eco- 
nomic goals through intensification of cooperation at the re- 


91 


Emir Eteria 


gional and global level. As a result, “Political interdependence 
does not mean that states trade their objectives, but that 
they advance them through power sharing” (Weiss, 1999: 
70), and “Globalization does not undermine the state but in- 
cludes the transformation of the state forms: it is both pred- 
icated on and produces such transformations” (Shaw, 1997: 
498). Economic globalization undermines the governments’ 
role in its traditional sense to determine economic goals of 
development neglecting international economic conditions, 
but at the same time, gives to government other instruments 
to support development. Hence, “Globalization is strongly 
affecting governance, but it is far from making nation state 
obsolete as some prophets claim” (Nye and Donahue, 2000: 
36). In addition, as Wolfensohn stated, “Without an effective 
state, sustainable development, both economic and social, 
is impossible” (World Bank: III). Accordingly, developing and 
transition countries in order to actively participate in interna- 
tional trade as well as to attract Foreign Direct Investments 
(FDI) should make their investment climate more attractive, 
which frequently requires transformation of government pol- 
icy in many areas of economic activity. As a result, despite in- 
tensification of the globalization processes, even in the form 
of neoliberal globalization, the Nation State remains as the 
most important actor in the world economy. 


MAJOR PECULIARITIES OF GLOBAL 
TRADE AND INVESTMENT 


Noteworthy, that Major negative aspects of neoliberal 
globalization, underlined by “skeptics” are negative effects 
of neoliberal globalization on developing and transition 
economies. Neoliberal economic globalization was blamed 
by its negative effect on trade and investment performance 
of above-mentioned countries. However, as UNCTAD data 
demonstrates in 1990 exports growth rate of developing 
countries and developed countries was the same (13,3%), 
while in 2018 growth rate of developing countries exports 
was higher than exports growth rate of developed countries 
(10,4% and 8,5% respectively). Regarding transition econo- 
mies, exports growth rate in 1990 was -3,2%, while in 2018 
was 23,1%. A considerable decrease of transition countries 
exports growth rate was observed in 1991 (-49,0 %), due to 
disintegration after collapse of the Soviet Union and block of 
socialist countries in general. In addition, significant decline in 
the world export was observed in 2009 because of the global 
financial crisis, when exports from developing countries de- 
creased by 20,5%, from transition economies by 35,5% and 
from developed countries by 22,3%. Generally, during 1990- 
2018, exports annual average growth rates of developing and 
transition countries were 9,5% and 8,8% respectively, while 
exports annual average growth rate of developed countries 
was 5,796 (Figure 1). 

Noteworthy, that countries involvement in globalization 
depends not only on exports but also on imports. As the sta- 
tistical data indicate in 1990 imports growth rate of devel- 
oping countries was 9,296, which was smaller than imports 
growth rate of developed countries (13,596). In contrast, in 
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Figure 1. Exports average growth rates by country 
groups in 1990-2018 
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2018 imports growth rate of developing countries was higher 
than imports growth rate of developed countries (10,9% and 
9,5% respectively). Regarding transition economies, imports 
growth rate in 1990 was 8,0%, while in 2018 was 9,2%. A 
sharp decline of imports in transition countries was observed 
in 1991(-58,1%) and in 2009 (-33,0%). Moreover, in 2009, due 
to global financial crisis, imports in developing countries as 
well as in developed countries drastically declined (-19,1% 
and -24,4% respectively). In general, during 1990-2018, im- 
ports annual average growth rates of developing and tran- 
sition countries were 9,3% and 7,7% respectively, while im- 
ports average growth rate of developed countries was 5,9% 
(Figure 2). 


Figure 2. Imports average growth rates by country 
groups in 1990-2018 
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It is clear, that besides trade Foreign Direct Investment 
is the major indicator to evaluate countries/country groups’ 
involvement in globalization. Moreover, it is widely accepted 
that Foreign Direct Investments play key role in the economic 
development of developing and transition countries. Note- 
worthy, that in 1990, developing countries share in world For- 
eign Direct Investments (inward) was 16,9%, transition econ- 
omies share was 0,03%, while developed countries share was 
83%. This picture drastically changed and in 2014 as well as 
in 2018, developing countries share in world Foreign Direct 
Investments was higher than developed countries share. In 
2014 developing countries share was 49,9% and developed 
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countries share was 45,9%. In 2018, this difference increased 
and developing countries share was 54, 4%, while developed 
countries’ share was 42, 9%. Notable, that between 1990 and 
2000 average share of developing countries’ in world Foreign 
Direct Investments (inward) was 29, 3%, in 2001-2010 was 
34, 4%, while in 2011-2018 average share was 44, 2%. There- 
fore, increasing trend of developing countries share in world 
FDIs is obvious. In 1990-2018, transition economies share in 
world Foreign Direct Investments was not significant (196 in 
1992 and 2, 696 in 2018). In 2008, share of transition econo- 
mies reached the highest level and amounted 7, 996 of world 
FDIs (Figure 3). 


Figure 3. Foreign Direct Investment: inward (% of total 
world) by country groups in 1990-2018 
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It is clear, that countries/country groups’ involvement 
in the international capital movement and in globalization 
processes in general, depends not only on inward Foreign 
Direct Investments, but also on outward FDIs. Noteworthy, 
that in 1990 share of developing countries in outward Foreign 
Direct Investments was 5,3%, while in 2018 this share was 
significantly higher (41,1%). A share of developed countries 
in outward Foreign Direct Investments in 1990 and 2018 was 
94,6% and 55% respectively. It should be noted that devel- 
oping countries share in outward FDIs has increasing trend. 
Notable, that between 1990-2000 average share of devel- 
oping countries’ in outward FDIs was 10,4%, in 2001-2010 
was 14, 1%, while in 2011-2018 average share of developing 
countries in outward world ౧015 significantly increased and 
reached 30,1%. Transition economies share in outward world 
FDIs was not significant (0,196 in 1998 and 3,796 in 2018). A 
maximum level of transition economies share in outward 
FDIs was observed in 2013-2014 (5, 5096 and 5, 5696 respec- 
tively) (Figure 4). 

Conducted analysis of the trade and investments per- 
formance during 1990-2018 demonstrates developing and 
transition countries’ increased participation in trade and FDIs 
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Figure 4. Foreign Direct Investment: outward (% of to- 
tal world) by country groups in 1990-2018 
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movement and therefore, their rising involvement in global- 
izing economy. The data also underlines an intensification of 
trade relations of transition and developing countries as well 
as their increased openness for Foreign Direct Investments 
and rising share in outward world FDls. As a result, despite 
some slowdown of globalization due to global financial cri- 
sis in 2007-2008, trade and investment openness remains as 
major tendency of global economic performance and there- 
fore, opinions on de-globalization of world economy is rather 
exaggerated. 


CONCLUSION 


Despite neoliberal economic globalization, Nation State 
remains as a key actor in the world economy. It is clear, that 
economic globalization frequently pushes governments to 
choose between capital inflow, which is a necessary precon- 
dition for economic growth, and more economic autonomy, 
which might be more preferential, especially in the short-run. 
Neoliberal economic globalization to some extent shrinks 
governments' ability to regulate the economy, but at the 
same time, gives to government more possibilities to facil- 
itate economic development by attracting foreign capital. 
Therefore, economic globalization does not reduce the key 
role of government in regulation of domestic and foreign eco- 
nomic relations. During 1990-2018, developing and transition 
countries participation in globalizing world economy signifi- 
cantly increased via increased trade relations and growing in- 
volvement in movement of Foreign Direct Investments. Con- 
sequently, despite some setbacks, economic globalization 
remains as the leading characteristic of the world economic 
development and process of de-globalization is not evident. 
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SUMMARY 


Globalization and its impact on developing and transition 
economies are among most debated issues in social sciences. 
Globalization is multidimensional, multipart and multispeed 
phenomena affecting all countries and nations in the world. 
However, economic dimension of globalization could be con- 
sidered as foundation as well as determinant of development 
of other forms of globalization, including political and social 
globalization. It is obvious, that economic globalization in- 
tensifies cooperation as well as competition on regional and 
global level and therefore, enhances economic and political 
interdependence among countries. 

There are many conflicting approaches towards global- 
ization. However, a leading form of globalization still is neolib- 
eral globalization, while other perspectives are opposing ideas 
to neoliberal globalization. A fundamental idea of neoliberal 
economic globalization is so-called “small government” and 
openness for trade and investment, which has been consid- 
ered as a necessary precondition for economic development 
of any nation in the world since 1980s. Noteworthy, that ma- 
jor negative aspects of neoliberal globalization, underlined by 
“skeptics” are negative effects of neoliberal globalization on 
trade and investment performance of developing and transi- 
tion economies. 

Conducted analysis of trade and investment perfor- 
mance of developing and transition economies demonstrates 
their growing involvement in globalizing world economy. Ac- 
cording to data of the United Nations Conference on Trade 
and Development (UNCTAD), during 1990-2018, exports an- 
nual average growth rates of developing and transition coun- 
tries were 9,5% and 8,8% respectively, while exports annual 


average growth rate of developed countries was 5, 7%. More- 
over, in 1990-2018, imports annual average growth rates of 
developing and transition countries were 9, 3% and 7, 7% re- 
spectively, while imports average growth rate of developed 
countries was 5, 9%. It is clear, that besides trade, Foreign Di- 
rect Investment is the major indicator to evaluate countries/ 
country groups’ involvement in globalization. Noteworthy, 
that between 1990 and 2000 average share of developing 
countries in world Foreign Direct Investments (inward) was 
29, 3%, in 2001-2010 was 34, 4%, while in 2011-2018 aver- 
age share was 44, 2%. In 2018, developing countries share in 
inward world Foreign Direct Investments was 54, 4%, while 
developed countries share was 42, 9%. It is clear, that coun- 
tries/country groups’ involvement in the international capital 
movement and in globalization processes in general, depends 
not only on inward Foreign Direct Investments, but also on 
outward FDls. In 1990-2000, average share of developing 
countries in outward FDIs was 10,496, in 2001-2010 was 14, 
1%, while in 2011-2018 average share of developing countries 
in outward world FDIs significantly increased and reached 
30,196. The data underlines an intensification of trade rela- 
tions of transition and developing countries as well as their 
increased openness for Foreign Direct Investments and rising 
share in outward world FDIs. 

As a result, during 1990-2018, developing and transi- 
tion countries’ involvement in globalizing world economy 
significantly increased via increased trade relations and 
growing participation in movement of Foreign Direct Invest- 
ments. Consequently, despite some setbacks, economic glo- 
balization remains as the leading characteristic of the world 
economic development and process of de-globalization is 
not evident. 
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dob 0006 3cbóy6oq»o639»qo (360060390 doo dobob- 
൬൯൪൨൮1 shsdmsmHRoyqmoo. doo odgo ab, Gobo 0303308 
900൬0൦, ൭00൫൯0 ౧6౧0౧౮౦౦ doghoga7mo dqhomal bsdbó3oo- 
oob, ఉలరిల్టుంం dobobegmdo3 9൦൬൦൬൨ (39033900 ൨൪൦൬൭൮൪൭. od 


03040000൨1 deobobergmded 50 തറ 000൬0 (3903699030 
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060൨൭0൯൪൨1 dabg@30m dgndengds 7-8 damnoHob doomhools! 

0൮൯൩൫ — ammdo~mndtogoab 66൬0100൦, Hmdengddoe 
(aoc 309b ambdoabgbdgdnbs Oo 2൭030൭൭൪൮൪൭9൨ 43400൨൮൪ 
90൮൦൦൬൮൭0൦ 000006 39». 

00൦00) — «6039 bodgohob, mam ൭൭൦൮൬൭൬൪, 
300൬൪൦ ൮6൫൦0൦0൬൦൨. 

2000൦൦൫൮൭൬) ൬റ൨ 43396360  q»0b(363b5393«0 ൭൭0൭0 
dog os000, ൭൪൬൭൦040 ob ൭൫൭0൬൮ (3902659030 00)൦- 
Boob, 0൯10 ന൬റ്റനഠറ (5536390b 60൬൮൭000, 3663633e»90ob 
doo bodydom domam 936o3b3e»o 330bodo3ob do3e» ng 
0063 9ddo; ൦260൮൬൪0 3555533063900 ൬൦൪൦൬൦000൬) - 
൭൦൬, oHd390~MGNENZH, ൭൭൦൭0൫0൬൬൬ bodydomgdb. odob- 
206039 boghordmmabe doaé»(3000 ൬൪൦൪൪൭൪൮൪൮൬൨ ൭൭0൭0 
൭൦00൦൦൫0൭൬ 133963905. d5000»30b gdnghopgno 30803360 po 
33050003360 go@oHhybob bodyomgdoo. 

b396o0 od60m 303e»dgbob agmmMonbaeb gebbbe09q4d00, 
dogmogo7yqo 
IHoJhogjzmoe@ ൮൬൪൦ dobowgdos 9. $9e»obb3ob (Zelinsky, 
1971) dogmogo7mo go@obgmolb 093060», Hemdmob o- 


ഹേന —_gobgnmoMqd0b ^ obobbogmog, 


bobdowog 3563 dagoa 030൬൪൬ 353006500» d0639m0 gdo- 
akama gopobgmob 000൬0൮0൦൦0 po (3908669070 
0൬൮൫00൪൦6൦ 2039790 Hamor (53530063030»0» dogós- 
(౧౧౦ 600600౧6౧0 b3965090336 (3e»00»39390»b po dgbododo- 
bop, (390869070 goeobamab 0000330» 000060 deodowe- 
dob b5330»60 bodydo dggbododgds. 93e»obb3ob dow gmoab 
൦൦0000൦൬, dogmogoyzmo sHmegbgd0b 235530056939» ദയറ 
റമ ൯൦0൦0 (bdo.@nob), ఉణర్యిలుంట్ర ൬൦൦0൬൪൨൦ 0330565039» 
(0300265930300 മുഠയാ॥ദുനറ ൭0൪99. 

0304900000, mdgo wgdmamogoymo gopobgmnb 
80639 ൯൦0൦0൨ 0099330», domo~mns 0൯൩൦0൬൯൪൨1 53533- 
(65030 0൦000൦. ൭0൦൦൦0, podomao g2mbedozyh 395300:56390b 
൬0. ൭1൦൨ 0൬൯0൦൫൮൯൪൦ 03% 0൯1൦0൬൮൯൪൮ gdoatro- 
Boob (00000 bogbmgHgdmoe, ,(30bo»» go@nbgdob", 9൭൬0൨൦ 
0൭൫൦൫0൦1) g2mbedog yhoo 36x 3»55300»6393«» Jaqybqd- 
do. 10060൦00 ൬൬൪൭ 0൦൬൨൦0 domomono, bumm adaggal 
36edóo33e»»q ൭0൦ ഒറ്റ o@gomn. 

(0300365003090 Qooobge@al 0൮൬൪൭ Qododo dyman 4gqy- 
bob 0൯1൦0൬൮൯൪൨ 61000൭൨൨ 0൦006൦ ൦൦0൬൦൦൭0 0൮൬൬0൦. 
00൬ qb ygboybo 0539350050390, ൬൦00൦6൭൮0൨ wo 
ഠരനദു൦൭മു൦൭റ൦റ൬൭ഠാ omora 39053b0q»350 ൫൦0൬൮0൦൬൭9 bymb 
ahymob dggygbob 330500336 മു0ദുറ൦൦൪൮൪൦॥. ədəb 000൦000൦ 
AEBO|MO 3390090950760 90600൬൨000 hodmbgmo we 
oboma bodydom osegnmadab 9004100൦, 30൪൪൭40൦ 000൭൫൦0൧൫൨ 
660౧0 hodmbgmo. 0൦൬0൦0൯൪൭0, dagg gQodobob dge- 
౧96౧0, ദുന൬൮))൬ന൦॥ 390236»(50» യാ ofygds odogmHogo0b 36o- 
൫010, రలర్యిల్తుంగ్ర ൦൦0൬൦൦൩൭൦0 ൨൭൮൭ 6൦൬0. 

(03g00365903e»0 Qo@obgm@oab 61000 ododo dymao 
ja3gbob 0൨1൦0൬൮൯൪1 0൬0൦൦൬൨൦൨1 ൬൯) ൬൦൪൦൬൦, 0860039» 
dm33@0Md0, 600൮0൭൨൨ 0൦000൦ ర్యర్యంర్యుట్యల్తుంం, dodeonbo- 
గగ్రం60 Admamogayjmn ൬൪6൮൪൦. g3:mbedngynoo dogedo- 
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qdogmogoob ൬൬0൮ 30@93 3960 ദയറ), 
ndoghoyonb deyge»oób wo 600000 godnb dmmmboognb 


bummm 


(ohygdqjemo poobmmgdnn 00൬൪൮ 00030൨൬൭൦0) 93൦600 
qdog@ogoob. ൭0൦൦൦0 900൬൪൦ woahyob od ymgnm dodo- 
൬൦0൦൦ ൬൧൪൭0൮01 36c3bo, Hodegd0g 9000൬0 3o6- 
agma godal ൭൭൮ ൬൭30൧090, „Agabo go@nb dob" 600൦. 

(030036903e»0 gopobgmob 60൩൦0൮ 90b (ob 
0നൂദുയ്രാനര്‍ഠ 086039» po റ്റു 9000൬൨൦൨ ൬൬൧൮൯. odob 
900൬0) 60൯1൦0൬൪00 ൫൦൬൬൮0൯൪0൨ Bho 9൬൮00൦. od 
൬൪൮1൦൦90 odobsboogdgmo joes ogob Jaqybob domo- 
mo 93obodo3360 35530056930» qo Agbododobse@ dowomo 
900൯10൬601 ൬൬൪). 3b 30 003030 odogmogo0b 99390309 
രയ (gobboaqmHQd0m ദദ്റതറയയറ്റുറ൦റ bodydom domab), 
നന്ന 3902650» domnob podom ൬൭൯0൮0൭൬) ൭൭൭൨൨. 

89൯൬൦ dmygobama 5439» 60൫൭൬൨ bobosoobss. Jgqybab 
5080092006030 bdggngn3o gobbodmaHogb dobasb 3563233e»- 
Damog gobbbgoggdnm gomgdogmojnmn 6൯൮) ర్యం- 
൬൬൬൪ 000൬റ0൦൫൯൪൦॥. 

0൬൮0൦൬, 80863౧౧0 dbodgbymmgob0 Homo, ന്ദ്ര 
dbogmom, nbg mmgom 7, gomzgyma 0900000014 deobob- 
൬൮൩൪൨൮ dobommebge (30»00»3939do dosbodbgdb doaós- 
003€» à6o(93bo» ൫൭0൦൭3൭൭൪. 

od ൬൩00), 39046060, d300b33v«0bo30b 3056363bo 
o6 0൮൪൪൭ 60000൮ 13903699030 gowobgmolb 0693 
bodo^039e»ob doghognnmn 66൮൫൫01000 dng 0൦൬00൨. 
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badeco39e»ob. deobobmamdab ൭൫0൨൪൮൪൦0൨  doa»(0» 
dbondgbgmmgob നന്ന: ൦0൭0൦0൯൪൬൦ qo ൭൦0൦0൨൦1. ory 33-19 
bo333b0ob OobsPyobo@sb d3-20 000 dyo 0൬൮0൭൦0൬) (1957 
6e»edq3), bojomgqmmb 0൩1൦0 ന൬റ്റനഠറി — 65093606603 
യരയ, 03639603 6000000൦൦0 60൬൦൭00൦, 006൭൫10൬ 
odoa നയാ 0൮൬0, 1957 Pmngob 1992 (0൬൦0൭, 300»- 
900 dgaggomo (Co 099563900 domoa 611000൭൨30 6൦0001 
060൯൭൦0000, 100൫0൦൫0൦0 aagmgbo aJeboo 190൭൪൫൦൬൬0 do- 
bobemgmdob ൫൦൯൬൮0൯൦൨1 sH@ob (39383. 3566533063900 
1992 Hmo@ob (093903, Eby rodoma 935396030 0൦000൦ 
39956 gohogb dogs(300b domom JohHymRomn 0൦൬൬൯൩, Hob 
യമായ beje6039e»ob 0൯1൦0൬൩൦0൦ 2019 Hmobogab 
3723,5 sob go30d@9 Igdgo@o. 

0൬൮0൦൬, ൦) bofomggmmb deobobegmdob Home@gbmd- 
(6030 ൯൯൫0൨൫൮൪൨1 090൭൨൦൭൬ 30933ob3b9b 1960-1991 Hengddo 


5763965030 9൦൫0൦ 0൭൫0൯൦൮൭൭0, 1992 Hrn@ob ൭൭൮0൭) 3333 
30609 dag &o300 0൦൫0൯൭൬൭01. 

bofomagqmedo 1992 തറന ohrommonsmyho gdn- 
36990700 30026539» ൭൬൨0000൮0൦. 36600 900൨9, Imbsbengedob 
MPodegdob MgombodHoboa b54d56033e»» 9043൬൮൭0൭൮൪ 
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൬൮0൩0൦൮൨൬൬ 35530056353«» 03900൮00, ൫൯൭൬൦൦ dbaog- 
boo wodosgh@o dngan CAdMEHoHO RM മായുന്ന (o. 
ന്നറ 0൯൬൮൬റ) po hodmyomndes Imbobmgmdob sppaó- 
0൯൪൨ ൦0൬൧൨ ദൂറദറന൬റ൪)൬റ൨ dodo, Smdmobagobey, 
0൮൯൩൫ 39026»903e»0 മുഠയദുനറയഠ0 മു൦0൯ഠ൬൨0൦൫, gədə- 
boboomgdgmns gömma. 0൬൪൭ 9bóos, ౧933030900 
Logo -gambednzjhos@ gognmohgd0@ Jaqybgdb, od- 
൬൦0൫ domomn doaó»(03e»0 abdgbbogmdsn@b 2359090563 
൭൦00൦൦൫൬൬൨ 139409൪0 ൬൯൧൪൪ 1339639»q doobb330»b. 

8. 63e»obb3ob (Zelinsky, 1971) 9റരനുന്നറ gopobgmob 
3൪0൮൭൬൬൪൨ deegmoab ൦൦0000൦൬ bojomm3g9mm aob- 
90൦൦൫൮൫൦൬൨ 09000600൨1 dhaogbo@ dogmogoyjmo go@obamob 
0൮൯൩൫) ൦0൦00൦, dmb hamba 808000 356330096393«»0 
93൩0൯00൦ domaa abdgbbogmdab 39o36»(503e» ന്റ 
൦00000൨൯൭6. 

9000ഈറ)0൦ 0൦൮9൦1, od 1990-റ൦0റ hmgdob gobohynbo- 
ob bodohoggmmdo ౧hygdo 600൦0൬ ogdmgMogonmn ao- 
bam, (beg ൭൭0൫0൭൮0 dobogob ൬൭0൦00॥0൦൬റ0)൬റ 
godgmnhg0n. q»do0730039e»o93ob dmdmggdob 600 bo- 
Jooggmo@sd bbgo 439963900 8౧60008  ob(jgbbogóo 
babosoo danmm, ൭൪0൩1൦) dohomo@so boda ൬൭6൪൭൨ 
gobodnhmdjd@o: dagga — 0൦00൮6൫൨ dogmogoo, Omeg- 
boy bbH3-b @odmob 90൬ mognvba 006൫൩൭൨൬ boddod- 
Mob ൬൦൪൭0൬൭൦ »s0933e»»o»bo900 bbgo gHmagbgdgdob Do6- 
0൯0൪൦൬൭00൮൬ഈറ; 0൮൬൫൮ — pgm ൫൮൪റ൬൪റ൭൪റ൮ംb 
E93b0mMad gagn dabob 000൦0൦ po 6൮൦0 330650003360 
30mogbo (Sulaberidze, 2019; Hakkert, 2017:60-69 ). 

Mbobadbsgns, (xd dogg oabdjmmoqm  3960ooqdo 
(൭൦൫൯൭൭൫൨൦൬, అరం »ope»33e»ob 6൦000൬൬൪) Hobs mhn 
൦6൯൩൭൦൮0 dg@gao@ j56033«390b Homo bofomagqmeb do- 
bobemgmdsdo 350056» 69.7-oob 86.8 66൮൫00൫൦0൬). odob- 
ob, 1989 Hamb, bofohogqmob 990൩0൯0൨൭൨ Hotodebod- 
0006౧౦0 — ombodgaob ൫൬൪൬൦൦൭ ൦08൦൦ ఉ్య౦త్య్భంల్రుర్భంరీం 
(ombodgaob obo) po ൭906൦ obgoob oghmbeodojo mmdo 
(൦00൫൦ mbgonb om) 064, ൬൭൮0൨1൦൩00 b5je6039e»ob 
bymabygemgdob oozmbhommotyooe (5360606093993 gbm- 
mde bofohosqg~mob dogma dobobmamdab 11.5%, 6o- 
dgmoogo0b 7.1% gmbnjnhop JoHogqmo ogo. doo do6ob, 
ba3gox6og ogbodgoob obh 6൯൦0൬൮൯൪00 0൭06൫൧൬൩ dobo- 
0൬൮൩0൦00 45.7%-b, bumm 0൦006൦ mbgoob om — 29.0%- 
b d560393e»o 000൬00൬൦. ogdmbedogdob 356303 bsje6o- 
39e»ob ൭൦0൦00 (53650660583 (6൫൦൭൬1൦6 qo0930b5030b 
badeco39e»ob bamoabyaemgds ogmbhommydb) d5bo363950» 
bagó c Hosme@gbmdeda 1൦൦൦൬൬൦൦ Pamo 73.776-b dg- 
൦൬൭0൬൭. god~m@ob,Hod b»j»6033e»ob doge» dobsberge- 
doda je6039e»0» Pama 1989-2014 Hengddo ൫൭0൪൭6൬൭ 6൦ 
17.1 3363600, ൭൫൭0൬ 13.176-00. sdoboob, ൫൦൬൭06 v60- 
030൫൯൭൫൪൧൭ derbobmgymdodo 3003 65(00b 000000030൦ c6 236 
393600 domomo ngm, 30063 John, doze ob(6o- 
Jw dgbonpdo (൭൦0൫൯൪൭൨൦൬, అడం ൭൬൬൬൬0 06000൬) 
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jo60393e»390b Hama bodomogqmmob deobobmymdsdo gə- 
089d 69.7-oob 86.8 99൫00000). 

൦] ദൂദുറ൦ദുഠന൬റ10)റ0൪൦, 6൬16൦006൭൨ bagal 
03040000൨൪ deobobergmdob boghom Homegbmdoda »360j- 
൫൪൧൭ 0൯1൦0൬൯൪൨1 Homoab po 30503360 303033576o90b 
രയ, gb dedgbho bofohagqmmbegaboy oodobsboogdqm 
0)9305393639»d boo dogobbooo wo oH gadebogmoboe. 

bajeco39e»odo  mobodqemgq 060980 000൬00൦൭) 
dagaa 36co(9b39$ob, bo0o-3305090o3369» obomoddo 
agobagbo, Mod bodomagqgmml gzmbmdazo 0000൦൦൬൭0൦ 30- 
0066൬൦൦0 60൬20൭൨൦ déodob dopomo Homan wo podomn 
00൦86൩ oboimojH 900m, dodab ൭൯൩൬൮൭ 938md0b domom- 
20030൦ാ0൪:)ഈ 13396390 ൫൦൦൬൨൭൨൭൭ 10600൨൪00൦ doan- 
06530900 - 35do(joq»o»b 01൬൭0൫൮൪൨൦ 0൭൯൪൮ യ്രാര്‍ന്നറ Ho~om 
യാ 600 1൦0൦06൭൩ obimo}HJd0M, ൫൦6൫ 000൬൭606 4y309d06- 
൬൪൦ 0060൦000 0റ)നമൂന്ന॥റദു6 ൭൮ൌ൪റ൦॥ (Todaro, 1976) wo 
0൯൩൫൬ 3b bogomds 900000 0൭൦൭൭൮൮൬൬0 deobobegmdob 
Jgbmgonob domomaobganohgònm 40406000 ൭9റ൫൪൭൫00ൾ390. 
00൦൦൦0, bodydom domob mogabo opodaobabgyma aodoo- 
mon 60006൮0010 1൦൦0൦3൬൯0൨ of గరం 030300 domo 
00൪൩൦7൪൭൪0൪ dbodgbymmgbo 96». Joyjbg@og0e@ ౧౦౧౦౦, ൫൯0 
domomaobgnno9d3e@ 3040൮00൨ bofJohagqmme@ob gdog- 
൭൦൧൫൦൦ (gobboz7ymHQd0m ohomggomgdab) 5556953639» 
0൫06൦, 90൦൫൦൬൯൮൦൦ 60൬0൨൦ od Jaqybgddo, ൦0൬6 
യാര്‍ന്ന-മുദുഠന്നറന്ററ്റുറ)6 ൦0൮0൦൩ ൬൭൦൦004൬൨൪ bymgobn 
dondgbgmmgbop ൦൦0൦൫0൭ bofohomaqmemdo ooobgdy~m domom- 
390709030746 ൨൦0൮0൦൯൪) Oobofdgdqeob OLY obodmoytog- 
dob. 0൯൬൭൬ ൭൬00൦0൬൬ 256939035» [0൦60൯൦൬൭00 gdoatob- 
൫൪൮00 ൦00൯൬൪൬൯0൨ ൬൪൭൬൪൪൦൪൭൮ ൦൭300൦0000 6౧6౧౦౦ 
000061. 

Logommmgajéiods 399003303390 യായം, Qmd 
JoHogqmme@sd 39036»(00», goo 933050903360 goggm- 
© Jdob0 ൭൭, q(5393006363e»0» Joghogoob ౧౦౧౦౧ ॥ന്രൂറഠ- 
q36-039036»907e» QodmMHgdo0b03, 6oa609»»: aobo- 
൬൪൨1 00൬൮0൦, q33b0q»09», 1൬3൮൦൪ 000൯൭000 gbo36390b 
b36530c»0, wo bbas. gb goqdmmH 00 dbndgbymmgbop aob- 
bod dogóesgoob നര്‍റററദ് — 6096൦0൫൭൦൦ 000൬൮0 
൭൦00൦൦൫൮൬൬ 900000 wo bagedogh — bofoHogqmedn. 
ADgbododoboe, ര വുന്ന 60൫0 dogóegoob dmg ൬ 
63350036 9»460639b 0൬൫൨1 1030൦൯൪൦, doo 36 dJomo~moo 
0ന0൦൬ഈ൬0ററയറ 3903630» bbgo 0304000൦00 wo റ) qoéb3bob 
൦൬൪൦൦൦൦൦ (Sulaberidze, 2019). 

bofoagqmm@ob doghsgno 3555533063000 obdgbbo- 
൭൪൬ 600൬00൦൭൬൦ yggmodg 0൪൩0൬൪൭൪൨൭0 po 6336o0- 
00096 obo3do dymo dmbobmgmdodo. 2014 Pmabogab 
939000൬0 aob3e»0o ౧6౧౦ 8596 20-൦0 50 നായ) boobs 
ago, 0൦000 ൭൯൬46) od obogmdHogo0 agygob Pama bofomo- 
39e»ob dogm dobobmamdedo doomme 4396-0», 6»( 3530»3- 
bob 0൬0101 490000 6൬൨൫0൭൮൦, bo9505q36-939036»- 
Bam യാ 9൬0൯0൨൭൮൭൦ ദു൦0ദ30൦൦൭0൦8) (Sulaberidze, 2019) 
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യാ ൪൦ 1030 dnHoms@ 61000) (030026590300 മുഠയദുനറ്ധ- 
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533930»0639:3€»0» ഗറഗറ്റ്ഠറ 0൮൬൭൧൮൬൨ boyjybob dobdowdy, 
bodeco39e»ob deodomo gore bbgopobbgo 0൬൮000, bbgogobbgo 
Domne dagmogoymo 96353») 0ഠ൬റ൪റയാ0 0633335, Hod ల్యూ 
900൦൦00൫ dodozogmo bboy 4hjHodo 13൦൫൪൨൪0 45 നയ) 
sbozmdHg0 2890000 390860556390, odoghob?) dodogo3o 
6౧6౧౦ ൫൯00 40 bomb g0eogomgdyeo »b3096030 2399 9d0b 
9006൫൦൫൮00 odmgggb, Moy 0000౧60060 odod9, hd 45 Pab 
89൯൩ obozob 600൬ 0൦09356000 gdogmogosdo Hobgeob- 
aob mgb 03099096, bmm 45 റ obogzob 900൭൬൮൪൨൮൪ 
6౧౦౦08 6096൫൦0൫൦൦ 39969509» boddmdmmdo 600൬0൦ 
(Sulaberidze, 2018:95). 

dodd30300206 avbbbgoggòymao ൦൬൦൦ dogHo300, 6o- 
damo നറ 20-൮0 60 [൬൦0൬൮ ൭19൬00൨൨ 233993905 
9006൦00൫ 0൦൬൦൨ bogdome@ ൪൬൭൦൦൮൪൨൭0 50539 boob 
adogmobd 9൬൦൦ Hom@gbmdob. ൦൬൦൦ നറ 390366556390 
RgO 30033 oMAdogdob adongmobdgdb wo dodozsgmogob 
gobbbgogg0౧0, Jomo deomab sb5e»o20360 72948HMR9b0 236- 
89690000 ൭൭ «150639». 

od ൯൬൯0൫) 15 Pmodog obojob 000൭൫൦0൫൦൦ [)റന൬റ॥ Jgd- 
൫0൪൮൪൦, 13000 3565300, 60൫൨൦൦൬൦൭൬ aodmhggyma bo» 
ayab od obogob 00൫൦0൫൦൦ 555300066030 9൭൬൨൮ നമായ, 15-64 
നറ »b5300603 2379300 ദുഠയ॥ദുന്നറ൦ po 0൬൪൮ mgoboob 
joao boddmdmedo (5963539503. ൭0൦൬൦0, 2002 Heol 15 
ന്നറ obozob, mang gog, obg amamboono odogmogoob 
domomo 0൦13000൬൬൨ 3600 000൨9, aodmhggyma joes ngob 
dodo39 dagyobsdo, 1990-౧౦6౧ [0൬൮൪൨ dade gg 10060൦0൫൦൦ 
0൨൩൪൦൬൪൪൨൦, 60൩൫ 006൨ maobab dagh ohobHymhwmsgebo 
౧౧౩౦౦౧౦ [ററ (ర్కింల్తుం0 ) 0060൦൫0൪00 foyggobno. 

65 Pmodog obogab, OmgmH 9൦0൦൭6, abg Jom gdngMob- 
൫00൨ 60൫-0ംദുനറ)0ഠയ ൨൫൦൭൨൬൭൨ Home@gbmds 9060090൭9 
009803, God 0൭൫൦0൫൦൦ od bofnmdo podmao gdogmogoob 
bohm (admgbo bodydom, dosages bodnbs o 
boymaosghmam 0m bo3amb9d0, ററനന (033boe»ob 0൫000, 
0൬൦൬൦0൮൯൪൦ wo bbe.) 300939 0190000000 po boddmdmedo 
OdHybzdo0b 06൭൬൫൯൪൪൨൦ of 900001. bummm 65 Pgb 
BoOopamgdym@o odbozob 0൭൫൦൧൫൦൦ 040606൪൦, mamó 
89൯൬൦ ൭൬00000൦, (»353906393€»0» 3600 90൭03, bofomo- 
ggmmdn od obogob 0൯1൦0൬൮൯൪1 ൫10൬൮൦0൨ gdogmogoob 
0b3639e»o»» àc(jgb(30se»ob 0395063900, 0൮൬൪൭ dong, obogob 
3900 adngho300m ൦0൫൦ ౩6 QodegGn3bogm bbgo 0౧6౮౧6౧6౦౮) 
(ogae@dymamds, mgobab 03360» bmbfomgno wo bbe. ). 

bofohagqmemb 06൫൦0൫൦൦ wo odoaé»b(jos bogham 
HomEghmdodo 03൭60൫൨൦00 90൪൯൨൬൪൦60000 9൬൭00൦000൨ (d3- 
bodsdobs@, 87.5% wo 84.976). 909൪0൨൦൦30 — ombodbyen 
sbozmdHg0 28:900 Homo [808000 dogm deobobmamdodo 


100 


dbadabq~mmaboe@ bojmgdno — 65.4 36930 (Sulaberidze, 
2018:97). 

bogqmoabbdeos, God ൦൬൦൦ ౦౧640౧0 60൬, daha- 
MOE deoo 0൭൫൯0൨൧0 90603൯0൦ ൫൦൪൦0൪൬൪൭0. bodfoHo- 
39e»ob ൦0൦86൩ gambmdazodg go@obgmob 90009 350056» 
dodbobyhgonb bo36ob Pama, bopa jJo~mmo 06൫൪0൦ yoo 
RdOHMO ൭൫0൯൬൭00൬൨, ഗദം 6000൬൬൭൪0൦ — bod-yo- 
൬൦൩൪ 6390൦൬ Wodomnds, Ho3 7൪06൫൪0 doo ൭0റ൫൪൭൫൨0ൾ390, 
doo 360, Hod 30036550900 6൯൭0൫൦ 9൮൬൦൭00൦ podom- 
3300090307360 bobab bo|dovbmd0b9 (dodge gen, dodo, do- 
00000൮0൮ യാ bbg.) Jomo» 06൫൯0൦൪൫ 9 dIrombmsbomydn@eb 
൭൦0൯0൬00൦൫, dodogo39d006 00൬൦൭൪൨൦, 1൬0൨ odgoeo 
:80629(36c958do ൦൬0൪00൬000. 00000൬ bond (odd, aho- 
moo, 06൫0൦00൦, 0൦൫൮൫00൮൦൨ po bbg.) ൭൯൩0൨൦ 1000000൩൪൧ 
30339 200 ൦൦൦0 dado Joma b»356033e»oq»b ws dowgdyq0 
Bobodhaqmmon obsbogh 1൦00൯൪൬൯0൨ wosMhybo~ maobob 
930906 (Shelia, 2018:138). 

Mbobodbogns, hod o06(939» 39epe»gbo goboomadob 
0൬0൮൦൦ Pama 1000൫൦0൫ Jomo domob. smPgmooodoeob 
8960me@do (2002-2014 b.) ob ooojdob 1.5-236 350056» 
(24.676-qob 37.276-dq3) ൭൦ ədədə 3339 0൭600൯൪൬൦൬ 
൪൬൭൦൭൫൪൭ 0൭0൦606001 cbommgonh dohagbgogenb (32.7%). 

2014 Pnb 0൯൩10൬൯൦01 omhghob 6൦1൦൬൮0൬00 
039990, 6d bog job ౧౩౩౦౦౦౨౦ 006൦൮000 40൪00൭ Hodb- 
gM|Mad ൭൦൯൬൮0൯൦൨1 86൮൭൦, Jabmqndo (0൬3൭൭൪൨ bob- 
adodemngmdnb ൪൫൬൨1 mbag 000൧൦൪൦൪൭൬9. o» 2000 Hmob- 
030b 5 Hamag 9൨ bobghdeogmdam pbm3ghmdes 4076-93 
9000൦0൫൨, 2014 De»obosaob, gb 6൦13000൮൬൨ 68.8 76-9(3 
൭൦00൦൭൬൦. dob gobbbg099d0m, 2002 (൬൬൦൦0 03563900 
58.0%-pob 18.5%-d9൭ 906൫06 5 യന്ന 33503090 
Q(3bc36390» Homo, Gaz dogooogób 190൦൫൦൬൯0൨ bo- 
qdogho30~ 3c(9b(30se»ob 600006൮004). 

0000൬൭390൬ »obodb3e»obs 01൦0൮ q39086»9030»0 a- 
യാ॥ദുന്നറ॥ gobmbsmdoghgd0b ൭൦0൦00൦൬, doagsbboo, od 236 
30093 555065330» bofoHagqmob 0൯1൦0൬൮൯൪0 356909000 
0000൬൦ dog osgoob 6060൫൮൦൨ 330333903 090൦൭൨ po Hod 
0౧౧6౮౧౧0 ൭061)ഠണ)൭റ 960൫൬൮9൮0൨ omab [020൨൭൨൭൭൦0 
0൩010റനറം, Hobo3 ൭0൭00709 boA~wgbd-obo~masdsHeomdnb 
3093500360 000൦60. 


൪06൪0൦ 6000690990 806600600 


౧౦ യന, ൪൯൬൮൦4 0൯൩1൨ obogob 0൪1൦0൬൮൯൪൨ dag- 
൭൦001 తింగ్ర్య0గ్రంంల్తుం ൦0൬൦00 Jgnho do, obo~mgedHeo dd0, 
6603300౧0 bap, 350033900q»o» bodimg06- 
B09 fobgmob domoa dejoss(0s, a3 gobodnmmdgeab 
doghopoywm ൭60൦ fagyobodo po dgbodg q390365903q»0 
aooobgmoab zo6mbdedogh9d9d0@0b godemdeonbser9p. 

bLogommmgayjéods g0dm39m 93d 88000000, md aodo- 


BMMdS@MNBIGCNS Cd 60096010 Nes, 2019 


VOID DOV PVD 806605605 000000 00000000) 3660౮630౪6 3౧68౮ 


3nnbym 60൬006൦൦ 42.7% ൭00൮0 0ంరిర్ట్య్రంథ్యుంథ్యులు Hob- 
3e»ob. $ంగ్రంయ్య్రిల్తులరిం 100 505093 dao 0థ్రశ్రత్రంిథ0ం, godeoeob, 
od ൬൦00൬൦൮0൨൦ 43-45 məb 006൬0000 g0bdHo0bye@0 
റിദ bojohoggmomb ൭൭൫൯൮൪൭൦. zdommgb bobhogmadgedo 
bhogmob bodyomam bobamdmogmdnb (4-5 (లం) wo dgbodo- 
dobo zembpabagbhob Ho3bmabmdob goog3omabhabydom, bo- 
0932635630 gobgmob db:3633e» boy@gbhos ൫0൪൭൨൧൫൭൪൫൨ 
q039«» 3 7Obd9 യാഠാനനററര്‍റ൦ 10 ൦൬൦10 ൭൫൮0൦00൦. gb dodob, 
HME gbs3 bodqomme ൮0൬൬൭ bobhogmydegddo hoHogbyeo 
dboemagdHegdob ൫൭൦൬൬൭0൯൪൦ mmm Hengddo ൬൦0൬൮൪൨൦ 
30-35 ൦൦൭001 gomamyddoo. 

sMbobadbsgns, Mod Jgqgbo@sb gobamab అథ dooas6 
0൯൫03): 00൦൦൬001 damgdod9 po déodooo 0൭0൨൦0൩0൦4) 
0ന൬റ॥ ൦8൦൭൦൭൭൦ Hobgeoab 00)6ദുറുന്നണം 9076-063 9000. 
രനദു൦൭മു൦൭റ൦ Dobgmob dbyHgqmoas 60% bodjohnggmomb 
OIdmagqdb ൭60601 yobmmgb bod Hymohoedo, 1/3 30 — 
dmagnob gdm. fobgmob deodoge3n0 gmambsms 0൩൭൨ gh 
domomns, 3006] 35533990; Jgbododoboe@, Jgqgobodo qoéb3bob 
ddomdols a90cbo(oab a90c300b3e» boget 90300 domoal 
59.6% wo മനനം 52.0% (bod-o~m@ — 55.676). 

6560935625630 Hobge@ol db:3633«0» mon dob boby2060 
000൯൬൪൬൯0൨ 900001 odio zbgo0b (49.876); mooddob 
500936033 (47.076) aRgomgado wothgbo-sH@ohHhybsd9 గ్రం- 
൬൭43900൬൪൭ 000൭൮൪ 0൩൮൦0൨ bhogmob eosdoogm dob 
98. 3339 9890൬ Joegdywo Bd@ohygghowgde bodderd- 
mmda ൭൫൭൭൦൫0൮൪0 ൭൦൯൪൭൫ 90൬൮൬൨ ofab 3990300b3e» 
0൫)യ00൫൦൦ 3.4%-b, Hog ൭00൬൫6൬൭ ൨൮൫0000൨ 350-400 
sbomadHeoob 900൬9001. 

Mbobadbogns, (xd 1800൦൫൮൦ hobgmob ഠനററദും- 
Bada ൭൫൪൦ 0040൬ Bodebodymo 3600 ൭൪ഠ൮൬റ0) godda- 
൭൨. dogomoooe@, 34.2%, mgmob God 33bo03o9do bobhogeb 
bofooaqmedo wobofdgdob yo 60൫0 3365334603» oggb; 
12.1% doobb33b, Hod 1൦09൦6൦൫൮൦ bobhogmoadmoe Hob- 
amo 00100൦ adag ൭൦0൭9൮00൨൦ Eo bogbmghgdmog ~woehgbob 
00൯0൬൮൪൦. odoboob, 30401000 13൦0൪൫൨൩൪0 dydomdob, bom- 
mm amambaddo — bhogmab 0൯൫030. ൫൦൭൫൪൭3൭൮൪0 ddomdob 
൦0൯0൦൫൦900 00൪൫൨൦൦൬൭൬: 3936d»bosdo (37.2%), odd-do 
(16.876), go9@aob9d4~ 0൦00൮൬0൨ (11.4%), adomaodo 
(5.4%), 0൫൦0൭0൬൦00 യാ 6൮൦00 (3.4-3.476). 

35dc300b3e» 0൫൬൮06൦൦ 6.7% ൭0000 bodmaohgobq4m 
Dobgmob ൮3൬൪൭൭൬ dydomdolh ൬൦1൦4000൦൬; ombodby~m 
900൨൭006) ooojdob 4-296 ര്‍റ domno Home beds, 
3063 bodmasmgoh qm Hobgmob ghnehmymoe@ bhogmebs po 
നരം ൬൦00൦0 730300൭99. 

bofoagqmm@ob 550935635630 0൭൫൯0൨൦൨ gdoatro- 
Boob bozgdom@ domomo dojogegos bamomdym ൫൭3൬൭൭ 
0൬0010 doodonn 60൭൫൦0൫൮00 dogo bodofomaqmmda ab- 
bmHgagmydqmo gympa (൭൦00൦06000 deoj7qmmdodq.. 
ദനാ do36dee»393e»0 009൦000൦, നന്നന്ര 2011-2017 
0e»35do bodomagqemeda 25 0൬൦0൬) obommaodsHegddo bodmgoe- 


GLOBALIZATION AND BUSINESS 68, 2019 


൭൦൫൮൦0൬0, bym Bodo, 1.1-1.4 9൬൭൬. odd pgmmhal ന്നറ 
൫൫൦0൪൦0൦ godobmHuaqengb (ofoha0dq 2018: 174-194 ). 

ggbmgodo Pobgmab dbám bb dbnmme 
bHogmoab goboamdgmadmog fobgmob ൭006൦0 26.9%, 030 
domo ydhogmabmds (59.0%) ൭060 bhogmob d930»3- 
bob poboddgdo. dbomme bhogmoab gogdgmqd0b dodbom 
0൯൮൦0൨ Hodbamgm gmambsms Pama (63.6%) 1.7-236 
൦൬0൪0൦ 393990b»b (37.4%). 

00006൮12൯൦, ൭൪ ymggmn © ൫൮൭00൫൨൬൦0 5-b bhog- 
mab ദുഠമു6ഠ0൬൮)൦൦ 00൫0൪൭൪൭൫൮൭൭൭ po ൦൬൪൦൪൪൮൪൭4 
bodmgo@20690 byob, 6൦000 നനദ dozomogmoo ob qo- 
6989 Lhogm@ob jgbmgado ൭00001 dbomme@ ഗൃനദുറൃതറ 93503 
563x956 

0൦൬൨൦0൦൬, Hobgmoab db-yHaqmooge6 ൬൦൦0൬൨൮൪൨൦ 2/3-b 
(65.576) bhogmab goatdgmgds magaba bà350se»0500 b36b. 
൭0൦000 gc33e» 90൬൦0 ൧൫൮൬൮0൫0 (23.276) — 60൦൦൮0൦3) 
b3qgn0@mdom, yo3gm 903: (17.3%) — 3m6o gobo 
ഹേനഴ്യറന്നറഗ go Oboe» ymggma 00൦3൫൦00൫൮ (5.676) 
000001 9080൬൪൪൨ ദന. 

890033«9330b 00൬060൨1 ൦00000൭൬, 39dc30ob3e» boy- 
൬൭0൭൦ 56.4706 ൭60601 335b ൬൭൦൦60൮0൦1. 53.2% q50653539»- 
03 3509093360c»39»b bPogmab ൬൦0൦൭0൪൨ 000൬ 000030, 
bummm 3.6% ൭൫ നാ06൮0൬൮0൦. ൬ a53008»e»obpob350, 
hod ൫൮൬00൫൦൦ 3»63333e»o bow dbmmme bhogmob 
നയനം യദ ౦౧౧౦౮6౮ goeohygqhomgdob ൮൦൪൭0൮൮൪ 
0 ൭൫൦ bofoHogqmedo, domomns o~mbsmmds — 3350930980 
യാ obo~mgodHeomdnb bogdom@ paga bofnmn. 


0603366 


നറ dad- 
030d 060൨൯൬0൨, 0൯1൦0൬൬൪0൦ doamogoyjmo 016080 യം 


0000010൬0൦, hmm ൭൪൬൬0൯൦൫൨0, dobdtodyomdob 
യാ 0305396030 mgombodhnban, ൭03൭൪൭൭൬ Qobbbg0gqd4~@n0 
90൮00൫൬൫ 6960൨൯൫൬൦൨ ,hoaghom (9606060503  »6b3- 
ന്റ 0൯1൦0 ന൬റ്റനഠറ0 dogmogoymo 060901 gobdodnhmdgege0 


bodac033e»ob (05d033009390»o9ob 


൬൭൫൪൭൪൨൭൦0. 3൬൦൦൬൪൨൬൬൦ 060൨൯൬00 70-0൦൬൪ ൬൬൪൭, 
bodydom sogomgdab ൭60൯൦1 asd dobodydodey ago 
poygobnmn Ed ౧౩800 d36-553e»96»q ൭൪൦൩ നദ്ൃനധ്യുറതറ ngm 
00000൦൬൦ dadebogemom, 3563 doacosgoob 0൨൪൫0൦൦൬ godho- 
7000 PoSdmagn@gqdme@s ab bo095050»36-330650903360 
dnobmgbnmgdgdnb (domoa dgdmbogmnb domgdob wo bbg.) 
ogdsymRomgdab 3330300 356390 do3530063 6305333- 
mo39ddo ൬൦ dob 9060൭0000൬ 000൯൧൮൫൨ 000000౧ 3doqo. 
0000൦0 ൪൦0൬0 dogHog00 bodgmono ദുഠുറ0റ॥ ദും 


తథ ൫0൬൬൮൪൩൦ ౧8౧ യറ)ദു൦0൬൮)൬൦൦0 6൬0൭0൦ 06060) 
0൦00൫0൭൭ ngo. 


(050c033009390»090b നന 6౧౦౮08 356» 30503360 
Od Q933boe»o» 9൦0൫൯൩൫൨1൦, 49000൬൦0 1000൦000 do»3»60 


101 


0300000 LIModdM0dd 


൦൫൯൬൭൨ bofomagmeoda ൭൭൪൬റ 39393360906 dowmomo 
൬൭൩0൮ wo mgebob 0൬൦൭൨൦൨൦ gedoh3gymo 33050003360 
dogmdoMqmdab goydamdgbgdab byhgnmo aobo. bmn 
0൬0) റ്റം aga bboo (5030360 000൦033൦00 
0൬000൦) sHomgomyGdo ററ dgggomo qo 3960 
dobdhodyHo gobo. ombodby~mds godmnfgno 0൯൬൦0൬൮൯൪൮ 
dbadgbgmmgoba 001060൫൮൪൦, obogmdHg-bJgbmdhogo bhid- 
൫൫0൨൮ EAQMMHdsR00 (EQdmMamHogQa Amn pdb 96») po 
365330 00൦൬൭0൬൦൩൪ ദൂദുനറനററ൪൦. 

0006൦റുറനനന൬൦0 gdogmogoo, ദത 330950903360 
൭6൯൭൪൨1൦ 55339, (9353906393«»0» dogéosg0ob ౧౦౧౦ bo- 
(30802365-0390365903e» ൦0൫൩൫൮൭൦൭0, 
൦0൦൧൬൭0൮ 00൬൮0൦, @ggbammds, mgobolb [0൦൦0 36050 


92M 0(300: 


Qbo3635ob byhgnmn gə ൭.9. besdjs6o33e»oqob doatro- 
30d gobbozqmHQd0m റ10001൨)6൫൦൬ dodeonbsH\mdb yggmo- 
89 dheodobybomosb po H98HM@O 7I309@ ൭100൨ dymo do- 
bobemgmdsdo, ho gogmgbob 0൬001 jaggbob ര്‍നനറററൂദൃര്‍, 
bone h-ogdoghoq03~ ൬൦ 330090336 355300639584. 

sMbobadbsgns, Hod ൦൦0൦൮൬൯൩൬൭ [000009 8౧౧6౦౧౮ 
(dnghoyonb bomen) 000000൬൦ 60൮൦00 0൨൭൦൬൦൮0൦൦ 
യാ తరం JYE|QadO 09൩൮) గం boj»6033e»ob do- 
jee»edgo» ౧౦6౧౮౫౦౧౧౦ 0൦൫൭൪൮). 6000൬0 oojasb md 


930m 303dnHo0b goqQmHdgdyxmdo deogenggoe@nsbdo (6 mgnobo) 


gndomndgmomndo300d മഠ൪33൮൬റന്രയെ god0HOo bodo- 
39e»ob od 9൩൮൭൬൭0൬൦൦ ൦൭൦൬൮൦൬൦ 390360» ARBbmgJo- 
do, goby ofod@g gabsbbyH0 po gndob 00൬൮001൦൦0 q»3539o- 
9d ~0 96൦൪൬൮0001 ദന 336 obghbadeoo 33603»39060b 
030401000൨ gdogmogoob, Hobs o@ob dy 2017 0൬൦൦0 
990563900 2018 Pgb, 35690«ooo [0000൬൦ dogmogoob 
2212-06 10763 30009 96൭൦. 

aoboma3omabhabydqe00, రిం 
0നൂദുന്നറദൂറ് 00൬0906001 ൦൦0൦00൦൬, dowomno ൭൬൦൦൧൩൪൦ — 


0d — be 00q»030360 


Jgbmgndo ErGhgb obo~mgdHeomdnb bogdome gapa boao. 
gb 30 3600 00൨, 90000000 bofomagqmedn deobobengmdob 
MPodegdob abg@o3 podom doba3b309e»b, 00൪൪൮ dong 
909000  @agomHgogl 
domomn gobommadab 9൮൬൪൮ oe@odoobobyy~@ jodngomb, oby 


റ, 9gaebodoa360 mgombodhobon, 


൦9൫൦൮൬൬൮0൦ ,dgobgd0b goe@nbgd0," hoy 00൦00 gdm- 
algama gopobgmnbognboo qodoboboso393e0. 

60൫൭൫0൭0 aobbom qo boJomog gaol deobobemgmdal 
0౧౧6౦౧౧౦ dmzmg obomodso@ebs3 Nobb, od b»js6o033- 
Mob 0൪1൦0൬൮൯൪1 39036 (00b Impgbg0omob 039506395»03 
യാ adngmogoob 0൫൬൭) @obasbgdab 35330939» 206 30093 
5559653302. 


60009060൦0 ൭0൪0൭൦൪൭൭൦: 


1. Archvadze J. (2018).On scales and repatriation of funds by labor migrants. Collection of works: urgent problems of 
migration of Georgian population [Shromiti migrantebis mier tankhebis repatriatsiisa da masshtabebis shesakheb]. 


Tbilisi, pp. 174-194. (In Georgian). 


2. Sulaberidze A., Gvritishvili Ts. (2018). Third demographictransition [Mesame migraciuli gadasvla]. Collective monography: 
"Urgent problems of migration of Georgian population". Tbilisi, p. 23. (In Georgian). 

3. Sulaberidze A. (2018). Historical periodization of the migratory processes of Georgian population [SagarTvelos 
mosakhleobis migratsiuli protsesebis istoriuli periodizatsia]. Collective monography: "Urgent problems of migration of 


Georgian population". Tbilisi, p. 95. (In Georgian). 


4. Shelia M. (2018). Peculiarities of women's labor emigration from Georgian [Sagartvelodan qalta shromiti emigratsiis 
taviseburebebi]. Collection of works: "Urgent problems of migration of Georgian population". Tbilisi, p. 123. (In Georgian). 

5. Materials of 2017 sociological research ofthe Institute of demography and sociology Ilia State University [Ilias sakhekmtsifo 
universitetis demografiis da sotsiologiis institutis 2017 tslis sotsiologiuri gamokvlevis masalebi]. 

6. Coleman D. (2004). Migration in the 21st Century. A Third Demographic Transition in the Making? Plenary Address to the 
British Society for Population Studies Ann. Conf. Leicester, 13 Sept. 

7. Coleman D. (2006). Immigration and Ethnic Change in Low —Fertility Countries; A Third Demographic Transition (Statistical 
data) W Population and Development Rev. Sept. Vol. 32. N93. 

8. Hakkert, R. (2017). Population Dynamics in Georgia. An Overview Based on the 2014 General Population Census Data. pp. 60-69. 

9. International Migration. 2013. ST/ESA/ SERA/338. N.Y.: United Nations 

10. Landry A. (1986). On the Demographic revolution // Population and development Review. Vol. 13 (4). P. 731-740. 

11. Van De Kaa D. (1976). Login-term population policies in Europe // Seminar on the implications of a stationary or declining 
population in Europe, September 6-10, Strasburg, 1976. Strasburg: Council of Europe, 45 p. 

12. Zelinsky Z. (1971). The Hypothesis of the Mobility Transition. Geographical. Review 61(2). 

13. Vishnevski A. Time of demographic change [Vremia demograficheskix peremen]. M., 2015: 319. (In Russian). 

14. Sulaberidze A., Archvadze J., Sualberidze V. Major factors and structure of migrants in post-communist Georgia [Osnovnie 
faktori | struqtura migrantov v post-kommunisticheskoi Gruzii] (published in the journal "Demographic Review. A per- 
reviewed open-accses electronic journal" (In Russian). https://demreview.hse.ru/ 


15. www.un.org 


102 


BMMSS@MNBIGCNS Cd 90096000 Nes, 2019 


നേനം൦൬0൭൦80൦ Cd 90096010 Nes, 2019 


JEL Classification: J11, J61 


GLOBALIZATION AND BUSINESS Ne8, 2019 


https://doi.org/10.35945/gb.2019.08.011 


MIGRATION OF GEORGIAN POPULATION AGAINST THE 
BACKGROUND OF THE THIRD DEMOGRAPHIC TRANSITION 


AVTANDIL SULABERIDZE 


Doctor of Economic Sciences, professor, 
llia State University, 
Institute of Demography and Sociology, 


Academtion of Academy of Economic Sciences of Georgia, Georgia 


sulaberidzeavtandil@gmail.com 


KEYWORDS: EMIGRATION, IMMIGRATION, THIRD DEMOGRAPHIC TRANSITION, POTENTIAL MIGRATION OF 


STUDENTS, VISA LIBERALIZATION. 


For citation: Sulaberidze, A. (2019). Migration of Georgian population against the background of the third demographic 
transition, Globalization And Business, Ne8, pp. 96-104. https://doi.org/10.35945/gb.2019.08.011 


SUMMARY 


An important role of migration in the world as well as in 
local predictable changes, with regard to certain countries’ 
population, indicates to the challenge of migratory processes. 
In order to explain the causes of migration, with the aim of its 
optimization and regulation, there were formulated various 
theories and concepts regarding the migration. From among 
these concepts, we have employed the neoclassical theory of 
migration and the theory of migratory transition, as well as 
the concept of the third demographic transition. 

In the process of the formation of Georgian population, 
migration played, and still does, a significant part in 
influencing the growth rate of the Georgian population’s size. 
If natural increase was the main component in terms of the 
size formation of the Georgian population during 1960-1991, 
from 1992 up until today, external migration assumed the 
same role. Since 1992, the low natural increase can no longer 
compensate for the negative net migration as a consequence 
of which the Georgian population has decreased by 3723.5 
thousand persons by 2019. 

On the one hand, since 1992, Georgia has belonged to 
the list of the countries that are demographically developed 
and on the verge of depopulation. On the other hand, 
because of the high intensity of emigration, it is among 
the donor countries which supply the developed countries 
with emigrants. Socio-economic analysis of the migratory 
processes that are associated with Georgian population has 
showed us that Georgia’s economy is characterized by a high 
share of labor in comparison to capital and by low market 
income, whereas the highly-developed countries of Europe 
are distinguished by the opposite tendency — the low share 
of labor compared to the capital and higher market income. 


This is directly linked to the neoclassical theory of migration, 
and the mentioned distinction forces Georgian population 
to emigrate toward the highly-developed foreign countries. 
Furthermore, decreasing of work-force together with its 
human capital did not cause a significant growth of their 
income. In spite of the fact that the salary of the Georgian 
emigrants (especially illegal ones) is small in the highly- 
developed countries, in comparison to Georgia, European 
countries offer substantially higher salaries even on the 
low-qualification jobs than the actual salaries of a worker 
employed on the high-qualification jobs in Georgia will ever 
be. This difference is the main reason as to why the emigrants 
refrain from returning to their homeland. 

A sociological survey has confirmed that emigration 
from Georgia, besides economic factors, is associated with 
such social-demographic factors of migration as are: receiving 
education, exile, and the desire to live in better conditions, 
etc. These factors substantially determine the positive of 
migration in the receiving highly-developed countries and 
negative — in Georgia. Therefore, the more distinction there 
is between the positive and negative factors of migration, 
the higher the expected emigration to the other countries 
and the possibility of staying there. According to the current 
Statistical information with regard to the materials of the 
2014 population census, the article demonstrates the 
dynamics and tendency of the migration of the Georgian 
population since the country gained its independence up 
until today. It analyzes migrants’ sex-age structure. It has 
been revealed that the emigration is especially intensive amid 
the population that is in their reproductive age and is able- 
bodied. Moreover, it is related to social-economic factors. 

The sociological research conducted on students 
showed us that 42% of them intend to emigrate abroad 
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after they graduate during 2018-2020. Additionally, working 
is the primary motive for boys as studying is for girls. After 
receiving education abroad, the half of them intend to return 
to homeland provided they can find a job with a decent salary 
in Georgia. 

Net migration has decreased at the expense of the 
immigration of foreign citizens and not at the cost of illegal 
Georgian citizens. In the aftermath of a short-term visa- 
liberalization within the territory of the EU, emigration from 
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Georgia has increased, which is confirmed by the growth of 
the negative net migration from 2212 to 10763 inhabitants 
in 2017-2018. This, in turn, will reduce the population 
reproduction potential in Georgia and through “brain drain” 
the country will lose its human capital that possesses higher 
education. 

Therefore, it is still early to draw conclusions with regard 
to improving the perspectives of emigration and immigration 


of Georgian population. 
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INTRODUCTION 


Attitude towards the regions has changed in conditions 
of Globalization process. The region has justly become a qua- 
si-state, a quasi-corporation, a market space and a society. 
It is a fragmented subsystem of the national economy and a 
large object of certain property and economic activity. At the 
same time, the region creates an industrial environment, an 
area for farmers who have an important function on regulat- 
ing the political and socio-economic development of a par- 
ticular country. The area of the region is full of many organi- 
zations and communication systems (Kharaishvili, 2004:15). 

"Competitiveness" is a term used with a wide range of 
spectrum and scales and it covers regions and countries as 
well. In Georgia, as in the developing country by means of 
market economic system principles, post-socialist transforma- 
tions and the rapid rates of globalization process have made 
the regions of particular importance. Association Agreement 
between Georgia and Europe further broadens the possibility 
of economic independence of individual regions or adminis- 
trative-territorial units. 

Generally, regional competitiveness can be defined as the 
region's ability to provide high quality of life and income for 
population in the conditions of international competitiveness. 

The necessity of increasing the region's competitiveness 
is primarily due to the generally recognized shortcomings and 
deformities of market economy functioning, as well as to the 
specificities of particular country's economic system, produc- 
tion development, natural-climatic, ethnographic and other 
types of features. That is why, at a time of solving economic, 
social, and other important tasks, in modern conditions, deter- 


mining the competitiveness of regions is of the utmost impor- 
tance. It is impossible to scientifically determine and realize de- 
velopment prospects of the regions and main directions and to 
properly plan the processes taking place in the region, without 
comparing the regions, identifying potentials and measuring 
the attraction. The abovementioned is reflected in the region's 
development strategy, where the interests of the region must 
also be fixed. From a purely marketing standpoint, the region 
must be "passed off”, "sold gainfully” to investors - for invest- 
ment, to tourists - to increase interest, to potential residents 
- for the desire to live on their own territory. 


LITERATURE REVIEW 


Rationalistic, was formed as a science in the 50's of the 
20th century. In scientific literature, at a time of researching 
the regional economic problems, more attention is paid to 
the study of problematic issues on regions including several 
countries (of Europe, Asia, South Caucasus, etc.) in individual 
territorial areas, ie the region is considered in the spatial eco- 
nomic hierarchy. However, these kinds of works also provide 
interesting findings on the problems of the country's region. 
Regional policies, the evaluation of economic growth of the 
regions, and the region's place in the national economy oc- 
cupy an important place in Marion Temple's work "Regional 
Economics". The author discusses the components of region- 
al economics and opportunities for regional growth in rela- 
tion to the European Union (Temple, 1994). 

In a fundamental work, "Regional Economics and Man- 
agement”, G. Fetisov and V. Oreshin discuss the approaches 
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of different economic schools in terms of rational use of ter- 
ritory, the role and the place of economic policies in the ra- 
tional organization of economic space, and offer some views 
on regional economic regulation (Fetisov and Oreshin, 2006). 

The research of the problems of regional economics has 
become actual in Georgia since it gained the independence. 
Since the second half of the 1990s, new works have emerged 
on regional economics, including elements of regional poli- 
cies. E. Kharaishvili’s “Regional Economics” was dedicated to 
the study of economics of the regions of Georgia. The author 
discusses transformation of the regional economic structures, 
the regions’ natural-resource potential, regional economic pol- 
icies, and provides a regional analysis of the population’s living 
level and working resources, investment and innovation activi- 
ties and agro-industrial complex (Kharaishvili, 2004). 

The work “On the Issue of Ranking Socio-Economic Devel- 
opment of the Regions of Georgia” highlights the necessity of 
widespread regionalization processes in almost every country 
that can solve economic, social and other urgent issues. The 
work shows the sharp difference and imbalance of the regions 
of Georgia. This study is an attempt to rank the socio-economic 
development of Georgian regions, it is one of the elements of 
regional diagnostics, which includes a wide range of regional 
situation and problem characteristics, a list of qualitative as- 
sessment of different factors that determine the situational 
condition and development (Chikhladze, 2015). 

There are some works, that focus on studying the prob- 
lems of a particular region, determining its role and place 
in the system of the national economy. For example, in the 
essay “Conditions and Prospects for the Development of Im- 
ereti Region”, the authors are discussing the opportunities 
of the Georgian region - Imereti, determining competitive 
advantages, offering key directions for increasing the aware- 
ness and efficiency of the region’s economy (Gavtadze and 
Chikhladze, 2009). 


RESEARCH METHODOLOGY 


The present work is based on studies of Georgian and 
foreign authors dedicated to regional competitiveness and 
their evaluation. Also the views of politicians and experts are 
used, as well as the reports of international organizations, 
surveys, seminar and scientific forum materials, applicable 
legislative acts both in Georgia and other foreign countries. 
Important information databases are presented by reliable 
internet resources, scientific publications and statistical da- 
tabases published in international publications. General - sci- 
entific methods (synthesis, analysis, analogies, comparative, 
historical, quantitative, graphical, statistical and other meth- 
ods) of the research are used in the article. 


MAIN PART 


In modern conditions, the challenge of sustainable eco- 
nomic growth in many countries around the world cannot be 
achieved without the development of the country’s regions, 
for which the crucial precondition is to increase regional com- 
petitiveness. 


106 


Works and researches connected to the issues on re- 
gional competitiveness in foreign countries has particularly 
become active since the early 1980s. The problem of regional 
competitiveness has been addressed in many countries’ state 
programs and they are working to resolve it. 

According to the EU treaty, the country’s economy is com- 
petitive if its population has quite high and growing standard 
of living and a high employment coefficient. The development 
of competitiveness of regions in the EU depends on the mod- 
ernization and diversification of the industrial structure (devel- 
opment of science-based business activities and innovation), 
on the achievement of physical level of infrastructure and the 
appropriate level of human capital. Hereby, it is necessary to 
take the horizontal conditions into account, that are relevant 
to the sustainable development by means of having an impact 
on the environment (Grdzelishvili, 2019:184). 

In Georgia, the administrative-territorial unit is consid- 
ered as a region. At the level of self-administration, under 
the "region" is meant the municipalities and self-governing 
cities (67 self-governing units out of which 62 are municipal- 
ities and 5 self-governing cities). Municipalities are united in 
9 regions (2 autonomous republics) that do not represent lo- 
cal self-administrative units. They only have coordinative and 
consulting functions between the self-administrative units 
and the Government of Georgia, where the Government is 
represented by the State Representative - the Governor, and 
the self-administrative unit - the Administrator/Mayor, the 
Chairman of the City Council and his / her Deputy. Accord- 
ing to the constitution, the territorial arrangement of Georgia 
should take its final form after the full restoration of Geor- 
gian jurisdiction throughout the whole country. The territo- 
rial area, where the competence of the State Representative 
- Governors — is spread, are considered as a "region" at the 
level of administration. (Rusadze, 2018: 64) 

In conditions of the abolition of centralized planning and 
transformation of the market system in Georgia, the pre-ex- 
isting structure of manufacturing and regional inequality have 
become a major problem. By means of which the situation in 
this country is still difficult. Studies and works connected to 
competitiveness are being published, but their practical im- 
plementation level and received results are insufficient. 

Many indicators can confirm this. One is the trade turn- 
over according to regions, where the identified inequality is 
clearly shown in the figure below. 


Figure. The curve expressing inequality of trade turnover 
between regions of Georgia 
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Based on data from the State Department of Statistics, 
we have calculated trade turnover indicators according to the 
regions. It turned out to be maximum in the capital city (Tbi- 
lisi), where one resident spends an average of 60 GEL (about 
US S 20) a day, while the minimum is Racha-Lechkhumi in 
Lower Svaneti (2.5 GEL), or 24 times less. 

In fact the same situation is observed according to other 
indicators as well (see table) 


Table. Some generalized indicators calculated per per- 
son of the population 
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Regional Development Program for 2018-2021 is func- 
tioning in Georgia, which is one of the key tools for achiev- 
ing regional development policy goals. It offers a framework 
for coordinating the implementation of integrated territorial 
measures. It is noteworthy that the first priority of the pro- 
gram is to increase the competitiveness of the country and its 
regions and to improve basic infrastructure for the sustaina- 
ble development (Ministry of Regional Development and In- 
frastructure of Georgia, 2019). 

One of the ways to overcome inequality and the difficult 
socio-economic situation in the regions is to increase their 
competitiveness. 

Competitiveness of the region is determined by the 
existence of one or more competitive sectors of the econo- 
my as well as the awareness of regional authorities to pro- 
vide relevant conditions to regional enterprises in order to 
achieve and maintain competitive advantage in certain fields 
(Baratashvili, E., Gechbaia B. and Glonti V., 2012: 138). 

Regional competitiveness, in its essence, is the compet- 
itiveness of a territorial unit, which has defined political and 
economic boundaries and fixes this difference compared to 
the competitiveness of different organizational structures. 
The competitiveness of the region shows the unity of rela- 
tions connected to the economic development of the region 
with respect to other regions. 

The study of the issue showed that the factors affecting 
competitiveness of the particular region can be grouped into 
the following groups: 

1. Economic conditions - business sector development, 
demographic situation, economic structure, consumer mar- 
ket volume, social background, scale of real demand, trans- 
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port-logistics potential, resource potential, prospects of eco- 
nomic growth; 

2. Financial Flexibility - the amount and share of reve- 
nues of the local budget, awareness to finance expenses and 
future projects in total revenues, the skill and ability to make 
decisions in the field of finance, etc.; 

3. Organizational-administrative structure - flexibility of 
the governance structure, awareness to adapt to a changing 
environment, creating conditions for public engagement and 
participation; 

4. Intellectual potential - opportunities for scientific 
support of reforms, development of innovative projects, ex- 
istence of research and higher educational institutions, for- 
mation and development potential of regional innovation 
system. 

One part of researchers believe that in order to evaluate 
the competitiveness of regions, it is necessary to rank them. It 
allows us to use the results of the analysis not only as a basis, 
for evaluating investment attractiveness in the regions, but 
also for identifying the problems on solving of which the mat- 
ter of increasing the competitiveness of a particular region 
and hence its development depends on (Chikhladze, 2015: 5). 

In order to assess the competitiveness of regions, 
non-parametric methods are used in practice by means of 
which the integral coefficient of competitiveness of regions 
is determined. It ranges from O to 1. According to this coeffi- 
cient, it is possible to group regions by the level of competi- 
tiveness. Consequently, five groups of regions are separated 
at equal intervals. (Baratashvili, E., Gechbaia B. and Glonti V., 
2012: 157). 


Group - high level of competitiveness «IK «1; 
Group - sufficiently high level: 0,6 «IK «0,8; 
Group - average level: 0,4 «IK «0,6; 

Group - low level: 0,2 «IK «0,4; 

Group - noncompetitive regions: O«IK «0,2. 


CONCLUSIONS 


Increasing the competitiveness of the regions and over- 
coming inequality existed in the regions should become the 
main target of the country's economic policy. 

It is necessary to formulate new strategies in the regions 
of Georgia. Existing strategies have been worked out in 2013 
and cover the periods of 2014-2021. New development strat- 
egies must be harmonized with the country's regional devel- 
opment strategy. The websites of regions and municipalities 
should also be improved for providing them with complete 
information; 

One of the priority areas for improving the competi- 
tiveness of individual regions of Georgia can be considered 
their formation as transport and logistics hubs, which is con- 
ditioned by their potential of transport and strategic location. 
Such regions are considered to be: Imereti, Adjara Autono- 
mous Republic, Samegrelo-Zemo Svaneti and Samtskhe-Java- 
kheti. This way, the transport potential of the regions will also 
be used to support tourism. Technical characteristics of trans- 
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port will be improved and transport vehicles (air and motor) 
will be added. This will increase the number of domestic 
tourists, as well as foreign tourists in the region and through- 
out Georgia; 

Comprehensive information about the region’s natu- 
ral-resource potential will be prepared and sent to target 
groups. Geographical location of Georgian regions and di- 
verse natural resources create favorable conditions for indus- 
trial development of the regions; 

The opportunities of utilizing hydro resources will be 
used. Construction - exploitation of small and medium hydro- 
electric stations in separate regions and municipalities will 


take place. West Georgia’s regions are rich in hydropower and 
mountain rivers, which can become a relatively cheap source 
of energy; 

We consider that Georgia and its separate regions are 
inappropriately using the abilities of diplomatic economics, 
the same as the commercial diplomacy. In this regard positive 
shifts have been observed across the country (e.g., appoint- 
ing commercial officers), but more efforts are needed to be 
made in the regions. Coordinating role in this matter should 
be played by the administrations of the governor, that can 
best identify the comparative advantage of the given area to- 
gether with the municipalities. 
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SUMMARY 


Competitiveness is the central mechanism of market sys- 
tem, it is its locomotive. In the regions of post-Soviet coun- 
tries, strict market demands are gradually being perceived as 
real and the perspective of long-term usage of an existed re- 
source potential is being determined. However, post-socialist 
transformations and the rapid rates of globalization process 
have made the regions of particular importance. Our goal 
was to meet the basic conditions for identifying the compet- 
itiveness of Georgian regions and to present the prospect of 
its improvement. 

The necessity of increasing the region's competitiveness 
is primarily due to the generally recognized shortcomings and 
deformities of market economy functioning, as well as to the 
specificities of particular country's economic system, produc- 
tion development, natural-climatic, ethnographic and other 
types of features. That is why, at a time of solving economic, 


social, and other important tasks, in modern conditions, 
determining the competitiveness of regions is of the utmost 
importance. 

The research of the problems of regional economics has 
become actual in Georgia since it gained the independence. The 
present work is based on studies of Georgian and foreign authors 
dedicated to regional competitiveness and their evaluation. 

Regional competitiveness, in its essence, is the compet- 
itiveness of a territorial unit, which has defined political and 
economic boundaries and fixes this difference compared to 
the competitiveness of different organizational structures. 
The competitiveness of the region shows the unity of rela- 
tions connected to the economic development of the region 
with respect to other regions. 

We consider that Increasing the competitiveness of the 
regions and overcoming inequality existed in the regions 
should become the main target of the country's economic 


policy. 
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SUMMARY 


The article discusses how fiscal stability affects 
macroeconomic sustainability and whether stability means 
strong economic growth in Georgia.The results of the analysis 
conducted in the article is supported by those numerous 
studies which indicate that fiscal stabilization reduces output 
volatility. Based on the existing analysis, we can say that fiscal 
policy can make a significant contribution to stabilizing output. 

Fiscal Stability Indicator (FISCO) for Georgia has been 
calculated and cross-country analysis has been performed. 
It has been found that fiscal policy contributes more to 
Stabilization of output in developed economies than in 
transitional markets and developing countries. The fiscal 
Stabilization indicator for Georgia is 0.42 and is statistically 
significant, which indicates that one percentage point change 
in output causes 0.42 percentage point change in the total 
budget balance (as a share of GDP). The FISCO indicator 
is 0.41 for developed countries and 0.24 for transitional 
markets and emerging economies. 


Based on the correlation analysis, it has been revealed 
that higher fiscal stability is associated with lower output 
volatility. However, here also, the difference between the 
groups of developed and transition and developing countries 
is significant: in developed countries- the relationship 
between fiscal stabilization and output fluctuation is stronger 
and sharply negative than in transition and developing 
economies. 

More often, fiscal policy is used as a stabilization 
mechanism when the economy lags behind the desired pace 
of growth; And are less likely to resort to policy mechanisms 
when booming. Due to the proven importance of the fiscal 
stabilization in economic sustainability it can be concluded 
that the use of fiscal stabilization as a mechanism only 
in the «black days» can greatly worsen the sustainability 
of government debt, as governments appear to lack the 
advantage that they can reduce deficits and create fiscal 
buffers to better address future negative shocks in times of 
growth. 
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SUMMARY 


In order to ensure irreversible development and stable 
social-economic conditions of a State, it should have a strong 
middle class, defining the country’s social and economic 
development targets. Considering the said, economic policy 
of development should be directed to the implementation of 
the measures supporting the formation of the healthy middle 
class in Georgia. 

Share of the population belonging to the middle class 
is still low in Georgia. According to the studies conducted by 
the World Bank, in 2014 only 7% of the population of Georgia 
belonged to the middle class. According to the economic- 
statistical study conducted in Georgia in 2018, share of the 
population belonging to the middle class in 2016 was 16%. 
The same study, with exclusion of the employment factor, 
shows the growth of the said share to 24,6%. Ignoring the 
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employment — very important determinant of the middle 
class — naturally puts the last figure far from reality. Current 
income inequality and high level of poverty negatively impact 
formation of the middle class in the country. 

In order to form a middle class, Government of 
Georgia must overcome the problems faced by country's 
entrepreneurship and society by means of the purposeful 
implementation of the rational policy of economic 
development. Achieving the said target requires: a stable 
political-economic environment; elaboration of the small, 
medium business development programs oriented on the 
inclusive growth, increase the scales of the currently existing 
program; development of the special professional training 
and employment programs for the population below the 
poverty line; promotion of economic activities based on the 
start of entrepreneurship, development of the start-ups, 
innovations and advanced technologies. 
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INTRODUCTION 


The nexus between globalization and international 
development is one of the most debatable issues (Ozekin, 
2019:49). Promoting economic growth through trade in ser- 
vices facilitation is included in all key guiding documents of 
the World Trade Organization (WTO) as its major operational 
goal (Parsadanishvili, 2018:357; WTO doc. WT/MIN(15)/DEC). 

Based on the Preamble to the Marrakesh agreement 
establishing the WTO, the organization is committed to en- 
suring expansion of trade in services in line with the needs 
of developing and least developed countries. While the 
General Agreement on Trade in Services (GATS) annexed to 
the Marrakesh agreement stipulates the desire of the WTO 
to facilitate increased participation of developing and least 
developed countries in trade in services negotiations for 
strengthening their competitiveness in the services sector 
(GATS Preamble). 

Daily growing role of trade in services accounting for 
almost half of today's world trade (WTO doc. WT/MIN(15)/ 
DEC) makes the importance of participation of developing 
and least developed countries in the trade negotiation pro- 
cess vitaly important. 

Strong commitment of the WTO towards making trade 
in services negotiations more oriented on the inclusion of 
interests of developing and least developed countries brings 
questions to our attention, namely how capable is the WTO 
to exercise its complete competence and strong motivation 
to bring the interests of developing and least developed 
countries at the table of negotiations, next to the fact that 
the practice of the organization goes to absolutely different 
direction. Does the current state in trade in services negotia- 
tions mean that the WTO fails to implement its own goals in 
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practice? What are the solutions that can be found to be put 
forward for the negotiations at 2020 MC in Kazakhstan? 

In order to answer these questions and next to giving 
overview of the existing international legal framework in terms 
of linking trade in services with the promotion of global eco- 
nomic growth the following issues are addressed by the paper: 

e TheWTO as a key international organization dealing 
with trade rules on global level; 

e Growing importance of trade in services to meet the 
needs of developing and least developed countries; 

e Crises within multilateral negotiations in the servic- 
es sector; 

e Analysis of the approaches that can be used to 
move the blocked process of trade in services nego- 
tiations forward. 

From methodological perspective it has to be empha- 
sized that, the paper focuses on the current developments 
within the WTO as economic policy provider and takes deep 
look on the overall dynamics of the trade in services negoti- 
ations. Next to relevant international agreements and schol- 
arly articles, special attention is paid to the instruments of 
economic policy such as the official concluding documents 
of respective Ministerial Conferences (MCs) published by the 
WTO itself. This gives the opportunity to get insight to the 
situation that exists within the WTO, from the perspective of 
trade in services negotiations, as well as facilitates the gener- 
ation of new ideas and impartial conclusions around WTO's 
new policy approaches in the services sector. 

For the analysis of the issues raised above this paper con- 
sists of 4 parts. Part 1 provides introduction. Part 2 provides 
an analysis of the international legal framework for trade in 
services related aspects of promoting economic growth with 
special focus on Developing and Least Developed Countries. 
Part 3 touches upon solutions for the crises in trade in servic- 
es negotiations in line with the Trade Facilitation for Services 
Agreement. Part 4 provides conclusions. 
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ARE TRADE IN SERVICES 
NEGOTIATIONS IN CRISES? 


The WTO is the key international organization framing 
trade rules on global level (Azevedo, 2017), with inescapable 
commitment to strengthen global economy for ensuring more 
employment and income growth in the world (Marrakesh 
Declaration 1994). But this great power of the organization is 
also linked to great responsibility of ensuring global economic 
development which puts WTO in a very complicated situation 
leading us to the question as of how the WTO is achieving its 
founding goals and what are the challenges in way, that pre- 
vent it from reaching success in this regards. To answer this 
question, it is important to look at the correlation between 
readiness and possibilities within the WTO to meet the goals 
of promoting global economic growth by the way of consid- 
ering interests of developing and least developed countries 
next to the negotiation based decision making procedures 
that frame the basis of contemporary global trading system. 

The two major international treaties that deal with par- 
ticipation of developing and least developed countries in ser- 
vices negotiations existent within the WTO system are Mar- 
rakesh Agreement and GATS. 

Both the Marrakesh agreement establishing the WTO 
and its Annex on trade in services GATS underline the impor- 
tance of the economic growth of least developed countries to 
meet the needs of their economic development (Marrakesh 
Agreement, Preamble), by strengthening their service ex- 
ports and their domestic services capacity and its efficiency 
and competitiveness (WTO doc. WT/MIN(15)/DEC). 

The importance of GATS in trade in services negotiations 
especially from the perspective of considering the interests 
of developing and least developed countries derives from the 
fact that it applies to all service sectors with only two excep- 
tions for the services that are supplied in the exercise of gov- 
ernmental authority (GATS, Art. 1.3 (b,c)), as well as services 
related to the exercise of air traffic rights (Lester, 2008:602; 
GATS Art. 1:3 b.). 

In order to see, as of how the goals of the WTO in terms 
of ensuring participation of developing and least developed 
countries in the trade in services negotiations is ensured, for 
the promotion of their economic growth, present paper gives 
an overview of relevant ministerial conferences delivered 
within the WTO. 

Doha Ministerial Conference (Doha MC) is amongst the 
first MCs which underlined the major role of international 
trade in services in promoting economic development with 
a special focus on developing and least developed countries 
(WTO doc. WT/MIN(01)/DEC/1), giving the right to mem- 
bers within the framework of GATS to regulate the supply of 
services based on their national legislations (WTO doc. WT/ 
MIN(01)/DEC/1, para.7). The right of members of the WTO 
to impose domestic regulation on services is the major rea- 
son that causes the lack of progress in the negotiations with- 
in the WTO, as vividly shown in the results of 2003 Cancun 
Ministerial Conference (Ministerial Conference, 2003) and 
2005 Hong Kong MC about the right of member states to reg- 
ulate trade in services with emphasis on the importance of 
considering the interests of developing and least developed 
countries, having reached no major success (WTO doc. WT/ 
MIN(05)/DEC para. 25.). The Hong Kong MC was followed by 
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the Geneva MC of 2011 focusing on the importance of the 
preferential treatment to services and service suppliers of 
least developed countries underlining the need for the liber- 
alization of market access in sectors and modes of supply of 
the export interest of developing and least developed coun- 
tries (WTO doc. WT/L/847.). 

Non-utilization of waiver decision on preferential treat- 
ment in favor of developing and least developed countries 
offered by the Geneva Ministerial Conference, by any WTO 
member state the decision was made on Bali MC in 2013 
about the operationalization of the waiver in services (WTO 
doc. WT/MIN(13)/DEC), for the encouragement of members 
to extend preferences for services coming from least devel- 
oped countries (WTO doc. WT/MIN(13)/43 WT/L/918). 

As the decision made during Bali MC has not resulted in 
major success to prioritize the interests of least developed 
countries and because of the lack of progress in providing 
preferences to least developed countries since Geneva MC of 
2011 in the process of services negotiations (WTO doc. WT/ 
MIN(15)/DEC para. 24), Nairobi MC of 2015 made the deci- 
sion to extend the date for the waiver until 2030 (WTO doc. 
WT/MIN(15)/48 WT/L/982). 

In line with all these developments already in 2017 Dur- 
ing the Buenos Aires MC African Member States of the WTO 
have expressed their position regarding the trade in servic- 
es negotiations underlining that - the needs of developing 
countries should be paid more attention (WTO doc. WT/ 
MIN(17)/8, JOB/GC/166 JOB/TNC/68, JOB/SERV/274). Based 
on the position of African Countries this would help to "estab- 
lish and utilize operational and effective provisions for special 
and differential treatment" (WTO doc. WT/MIN(17)/8, JOB/ 
GC/166 JOB/TNC/68, JOB/SERV/274), seeing trade in services 
as a major tool for economic development. But as showed by 
Buenos Aires MC the daily growing number of stakeholders 
being interested in trade in services negotiations makes the 
overall process even more complicated resulting in almost no 
progress in trade in services negotiations. As it was rightly not- 
ed by Roberto Azevedo "Multilateralism does not mean that 
we get what we want. Multilateralism means we get what is 
possible" (WTO doc. WT/MIN(17)/74). Finding balance be- 
tween what is wanted and what is possible is something that 
the WTO member states have still to think about and most 
probably they will come up with the new approaches during 
ringing up 2020 Ministerial Conference that is to be delivered 
in Kazakhstan. Otherwise it will become apparent that the 
WTO cannot implement its own guiding principles which are 
based on the idea of promoting global economic growth and 
fostering economic development for those who are in most 
need of it meaning developing and least developed countries. 

The next part of the paper touches upon the approaches 
that can be used within the WTO to move trade in services 
negotiations forward. 


SOLUTIONS TO THE CRISES 


2017 Buenos Aires MC underlines the importance of op- 
portunities generated within multilateral trading system for 
the benefit of all members of the WTO with special emphasis 
on developing and least developed countries (WTO doc. WT/ 
MIN(17)/55/Rev.1, para 10). 
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CHALLENGES FACED BY THE WTO’S ECONOMIC SYSTEM IN TRADE IN SERVICES NEGOTIATIONS 


The fact that the WTO members pay more attention to a 
services waiver for making international trade in services more 
flexible for least developed countries as evidenced by extending 
the operationalization of the waiver on preferential treatment 
until 2030 (Matsushita, 2008:228-229; Mattoo, 2003:21; Lester, 
2008:604; Guzman, 2009:567), clearly shows the increased need 
for trade liberalization in the services sector, which is challenging 
to succeed in practical terms within the WTO so far. 

Buenos Aires MC of 2017 is also interesting from the per- 
spective of the new solutions offered by the WTO member 
states themselves. India for example came up with the initia- 
tive to start negotiations for 2 - Trade Facilitation for Services 
Agreement — for the betterment of consideration of the inter- 
ests of developing and least developed countries in the WTO 
(WTO doc. WT/MIN(17)/19, JOB/GC/168 JOB/TNC/70, JOB/ 
SERV/276, WT/MIN(17)/7; WT/GC/190.). 

The question that arises from the new initiative offered 
by India is mainly taking skeptical direction, asking how can 
new agreement help in solving problem, when there is evi- 
dent lack of progress in negotiations within the framework of 
the old and well-known agreement, that is GATS. 

We think that, using different approaches for the inter- 
pretation of GATS by the WTO members could better facili- 
tate the solution of the crises in the trade in services negoti- 
ations, then it will happen in the case of offering absolutely 
new agreement at the table of negotiations. Otherwise bring- 
ing new agreement with new line of bargaining can doubt- 
fully make the overall situation better. 2020 Kazakhstan MC 
will show what is the overall attitude of WTO member states 
towards trade in services negotiations, but if they still decide 
to go for a new international agreement as offered by India, 
then it has not to be Multilateral, it has to be Plurilateral. 
“The Plurilateral approach offers Members the possibility to 
revamp the WTO to their own benefit” (Natens, 2013:253). A 
new Plurilateral agreement will make the possibility for mem- 
bers (considering their economic preferences) to freely join 
at any stage avoiding frightening mandatory format being 
that much associated with Multilateralism (Parsadanishvili, 
2018:350). Even though it will not be easy to engage in new 
trade negotiations around new Plurilateral Agreement, it will 
still have more flexibility to better consider the economic in- 
terests of developing and least developed members of the 


WTO, hopefully offering the mechanisms that will make the 
goals and principles of the organization in terms of promoting 
economic growth and prosperity of all trading partners oper- 
ational in practice. 


CONCLUSION 


The WTO’s commitment in ensuring global economic 
growth for meeting the needs of developing and least devel- 
oped countries represents only one side of the coin. “Whatev- 
er the growth promoting effects might be envisioned within 
the WTO the fact remains unchanged — a growing importance 
of trade in services makes it more complicated to make pro- 
gress in negotiations putting the WTO in a very challenging 
situation” (Parsadanishvili, 2018:351). 

Economic growth that is produced by freer international 
trade is becoming imperative for developing and least devel- 
oped countries in pursuing their interests within global trad- 
ing system. 

Analysis of the results of the relevant MCs of the WTO 
shows that in spite of the willingness of member states to 
consider the export interests of developing and least devel- 
oped countries in the services sector, the overall complicated 
landscape unifying daily growing number of stakeholders par- 
ticipating in trade in services negotiations, prevent the fulfill- 
ment of this goal. The results of relevant MCs as major deci- 
sion-making body of the organization delivered throughout 
the years starting from 2001 to 2017 show no major progress 
in the trade in services negotiations to benefit developing and 
least developed countries. There is an expectation that the up- 
coming 2020 Kazakhstan Ministerial Conference will hopefully 
offer solutions from the current crises in the trade in services 
negotiations, which in our opinion has to be either modified 
interpretation of GATS or acceptance of the launch of nego- 
tiations around the new international agreement offered by 
India. If this last option will be selected, then it is more than 
clear that the format of the new Trade for Services Facilitation 
Agreement has to be plurilateral rather than multilateral as the 
latter means even more complication of the already very com- 
plicated trade in services negotiation process preventing the 
WTO from meeting its operational goals in practice. 
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SUMMARY 


Present paper focuses on current crises in internation- 
al trade in services negotiations from the perspective of 
consideration of trading interests of developing and least 
developed countries in line with the operational agenda of 
the World Trade Organization (WTO). Through the analysis 
of the existing international legal texts and scholarly works 
particular attention is paid to the different rounds of trade 
in services negotiations in parallel to the consideration of 
the results of relevant ministerial conferences of the World 
Trade Organization, drawing attention to the situation with 
regards of consideration of the interests of developing and 
least developed country members of the WTO. Special focus 
is paid to the complexity of the decision making process and 
it’s complication over time due to increased participation of 





parties concerned in the process of trade in services nego- 
tiations resulting in no progress in the overall process. Next 
to analyzing the challenges faced by the WTO in trade in ser- 
vices negotiations, especially in terms of considering the in- 
terests of developing and least developed countries, paper 
shows the ways that could be used during 2020 Kazakhstan 
Ministerial Conference of the World Trade Organization for 
finding solutions to simplify the decision making process and 
establish freer international trade in services by the way of 
either implying new approaches in interpreting the existing 
multilateral treaties that deal with trade in services between 
all member states of the WTO or deepening the discussions 
on a new plurilateral agreement helping the organization to 
overcome the stagnated process of trade in services negoti- 
ations and therefore ensuring the compliance with it's own 
operational goals. 


* Present paper is prepared within the framework of the project — YS-2016-98 funded by the Shota Rustavely National Science Foundation of Georgia. 
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SUMMARY 


Georgia has a one-level system of governance. Regional 
level of governance is not defined by law. However, historical 
areas/regions are objects for policy planning (Jibuti, 2018: 
526-529). Effectiveness of country's regional division had not 
been assessed or studied in terms of economic development 
planning purpose. Our research aimed to define criteria for 
such assessment and make an evaluation. These criteria were 
formed based on study of different scientific approaches, 
theories and models. Criteria which were used to assess 
effectiveness of regional division in Georgia are following: (1) 
Regions have central places, "core/leading centers"; (2) Each 
region has settlements with high demand and settlements with 
relatively low demand; (3) Human, capital and product flows 
are more intensive within the region rather than with other 


regions; (4) Influence of internal or external factors are similar 
within the territory of a region; (5) Intensity of commuting 
is high within a region; (6) Regions are administrative units; 
(7) Natural resources, ecosystem or other geographical 
characteristics are similar within a region; (8) Economic 
conditions are somewhat similar within a region; (9) It is 
possible to manage or govern a region (Kharaishvili, 2003: 88). 
In order to make an assessment based on the above- 
mentioned criteria we studied development strategies of 
all regions (that are under control of Georgian government, 
excluding the capital) in Georgia for 2014-2021, and analyzed 
regional statistics. Study results show that 5 criteria out of 9 
are nottrue for Georgian regions. Effectiveness of the regional 
policy will increase if the Georgian government establishes 
functional regions, taking into account basic needs of people 
inhabited in the specific areas (Beadianashvili, 2013: 38). 


This work was supported by Shota Rustaveli National Science Foundation (SRNSF) [PHDF-18-627, Spatial-Territorial 


Planning and Economic Development Opportunities of Regions] 


129 


600൬00000500 Cd 60096010 Nes, 2019 


JEL Classification: G11, G15 


GLOBALIZATION AND BUSINESS Ne8, 2019 


https://doi.org/10.35945/gb.2019.08.017 


THE ROLE OF DERIVATIVE INSTRUMENTS IN 


FINANCIAL STABILITY 


LELA SCHOLER-IORDANASHVILI 
PhD student, 

Grigol Robakidze University, Georgia 
L.lordanishvili@gruni.edu.ge 


KEYWORDS: DERIVATIVES, FINANCIAL CRISIS, HEDGING, CURRENCY RESERVE. 


For citation: Scholer-lordanashvili, L. (2019). The role of Derivative Instruments in Financial stability, Globalization And Business, N38, 


pp. 130-135. https://doi.org/10.35945/gb.2019.08.017 


INTRODUCTION 


Development of derivatives market for a long time re- 
mained subject of interests among researchers, policy makers 
and financial agencies, it has a vital role in financial system 
and makes greatest contribution in various aspects of econo- 
my as a whole. Lien and Zhang summarize role and functions 
of derivative market and functions in developing economies, 
in theoretic and empirical researches (Lien, Donald, and 
Mei Zhang. 2008. A survey of emerging derivatives markts. 
Emerging Markets Finance and Trade 44: 39-69). 

First, derivatives market offers effective mechanism which 
simplifies sharing of prices risk toward commodity in the mar- 
ket and thus helping producers to deal with variability of prices. 
And also it plays basic role in correct hedging and risk manage- 
ment by supporting capital flow in the market of countries, but 
it negatively affects financial systems by introduction of more 
unforeseen crisis dynamics and is the mechanism for activation 
of chain reaction. Second, it is widely accepted that function of 
derivatives market is method of reduction and redistribution of 
risk, means for discovery of price and stabilizer of price. Deriva- 
tives markets supposedly increase information flows in the mar- 
ket. Information about future prices supposedly reflects future 
demand too, and thus influences over solutions of production 
and storage and subsequently reduces variability of spot-price. 
Except of discovery of derivatives market functions on hedging 
and risk management and also discovery of prices in spot-market 
they reveal such issues which concern structure and efficiency of 
the market, as well as measurement of risk and prices (Atilgan, 
Yigit, K. Ozgur Demirtas, and Koray D. Simsek. 2016. Derivative 
markets in emerging economies: A survey. International Review 
of Economics and Finance 42: 88-102. [CrossRef]). 


LITERATURE REVIEW 


It is very important to review mechanisms of derivatives 
use in financial crisis and wider, mechanism of use of deriv- 
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atives instruments in economy. In relation to it Dodd notes 
that derivatives play “dual role” in economy from which one 
provides economically useful role in “hedging and risks man- 
agement” and allows capital flows in developing countries 
which are not of sufficient volume for development, and also 
“in establishment of standard market prices and discovery of 
prices”, thus they reduce uncertainty and improve efficiency 
and stability of the market (Dodd R Derivatives, the shape of 
international capital flows and virtues of prudential regula- 
tion [Journal] // United Nations University Discussion paper. 
— 2002). 

From the other hand, derivatives can be used for eco- 
nomically harmful purposes during existence of “badly struc- 
turized and improperly regulated derivatives market” under 
conditions of full and rapid financial liberalization of crisis 
economy in 1990th (Dodd. R Consequences of Liberalising 
Derivatives Markets [Conference] // Financial Policy Forum 
Derivatives Study Centre. — 2003). 

Dodd classifies purposes of economically harmful use 
of derivatives as “misuse of derivatives”, which can be not- 
ed as a threat for integrity and efficiency of financial market, 
and therefore for the whole economy” and “incorrect use of 
derivatives”, which can be noted as “variability of dissolution 
and crisis”. Dodd sees the role of derivatives in creation of 
crisis under conditions of speculation. He notes that after 
gaining of profitable position during possible reduction of 
currency value in derivatives market, attack on fixed or vari- 
able exchange rate indicates on creation of crisis itself. It sum- 
marizes the mechanism in following way: 

Majority of hedge-funds, or, to say widely, of speculants 
occupies position opposing to local currency (for example, 
Thai Baht, case of south-west Asia) on forward market, as 
short positions, they sell currency, what means massive out- 
flow of capital in developing countries because of synthetic 
forwards or swaps of local banks, for compensation of risks 
associacted to foreign currency. Under conditions of negative 
outcomes of incorrect use of derivatives, which are planned 


or unplanned efforts, Dodd highlights “leverage, non-liquidi- 
ty, crisis accelerating factors and infection channels”. He also 
added speculative factor as creator of crisis, although he re- 
views it as a factor of indirect influence. 

Thus fixed or manageable currency regimens can appear 
to be less stable because of derivatives and outcome of de- 
valuation is unavoidable, which can be created by speculative 
attack, or affect of devaluation can deepen because of them. 
Therefore, there is “systemic risk” in financial markets and 
they increase tendency of spreading of crisis among coun- 
tries. After acute stage of crisis policy aimed to economical 
improvement can appear ineffective because of them (Dodd. 
R. The role of derivatives in the east asian financial crisis [Con- 
ference] // International capital markets and the future of 
economic policy. — 2000). 


THE EMPIRICAL ANALYSIS 


For empirical testing database containing 5 countries: 
Brazil, Singapore, Russia, Argentina, USA are used for peri- 
od of 1997-2010, via analysis of this database we will study 
potential role of derivatives for countries with emerging and 
developed markets in global financial crisis of 1998 and 2008. 
From this standpoint, in form of methodology analysis of da- 
tabase is conducted as follows: time-series regression used 
for data analysis which can be indicated in following form: 


Yit =a + XB + Hit 


Where i means family economy, individuals, firms, coun- 
tries etc., and t means time within which variables are being 
observed. 

Empirical model was constructed for following countries: 
USA, Russia, Brazil, Singapore, Argentina. For each country 
influence of derivatives on financial stability was estimated 
via below mentioned regression equation. Results of analysis 
are shown in form of table. Regression equation below is 
empirical model via which influence of derivatives over finan- 
cial stability was studied. 


Cli, = C + B4CPS, + B,CAGDP, + B3CRGDP, + 


+ B;,CRGDP, + 600, + 67005, + అ, 


DEPENDENT VARIABLE 


Cl (crisis index): which can be also called “financial im- 
pact index” or “crisis pressure index” or “Exchange Market 
Pressure Index” what means that if it increases, the ability of 
crisis will be increased too, particularly, impact of crisis will 
be increased. According to the works existed in applied litera- 
ture it is calculated as follows: 


Cl= %AS — a1%AR 


96AS: Quarterly percentage change of the exchange 
rate, defined in the domestic currency per unit of the 
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: Symbols Description Unit, scale 
Sign 
t CI Crisis index Index 
CLAIMS ON PRIVATE SECTOR | In national 
+ CPS (NONPERFORMING currency, in 
LOANS) millions 
CA Current account In USD 
In national 
CR Credit to private sector currency, in 
millions 
TD Total outstanding amounts of the In USD 
exchange traded derivatives. 
In national 
GDP Gross domestic product currency, in 
millions 
FR Foreign reserves minus gold In USD 
The ratio of the non-performing 
loans to GDP 
i SEE Correlation of unpaid loans to Bale 
GDP 
i CAGDP The ratio of the current account Rate 
to GDP 
E CRGDP The ratio of the domestic credits Rate 
on private sector to GDP. 
The ratio of the total outstanding 
+ TDER amounts of the exchange traded Rate 
derivatives to foreign exchange 
reserves. 
US Dollar. 


%AR: Quarterly percentage change of the foreign 
exchange reserves 

al = os/ or 

os: The fixed standard deviation of the percentage 
change of the exchange rate; 

or: The fixed standard deviation of the percentage 
change of the foreign exchange reserves. 


In this paper Crisis Index is calculated as the weighted 
average of percent changes in the bilateral nominal exchange 
rate and the percent change in foreign reserves, with weights 
such that the two components of the index have equal sam- 
ple volatility. Therefore, change in exchange rate have positive 
signs, and changes in monetary reserve have negative signs, 
devaluation of exchange rate and reduction of monetary re- 
serve increases impact of crisis. From this part it can be said 
that increase of crisis index means increase of weighted dif- 
ference between reduction of exchange rate percentage and 
reduced percentage of monetary reserves. Weighting here is 
achieved by multiplication of the changes in reserves by a1 
coefficient. Therefore, definition of crisis, used as calculated 
here basis of crisis index, becomes as ,episode in which at- 
tack to currency causes sharp reduction of currency, strong 
reduction of international reserves or combination of both 
effects" (Edison, H. J., 2000. Do Indicators of Financial Crises 
Work? An Evaluation of An Early Warning System. Interna- 
tional Finance Discussion Papers. No. 675, Board of Gover- 
nors of the Federal Reserve System). 
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INDEPENDENT EXPONENT VARIABLES 


CPSGDP - (The Ratio of the Non-performing loans to 
GDP): means that where the liquidity is increased by foreign 
capital inflows, this excessive liquidity is spread into the pri- 
vate sector by banks through bank credits. In this regard, in 
such conditions when the loans increase, the banks act in a 
relaxed manner, hence, the criteria of the banks for examin- 
ing loan applications get relatively loose leading to "bad bank 
loans" and as a result, nonperforming ones (Akiba, Jia, 2007. 
Reassessment of Currency Index by Fundamentals. Annals of 
Economics and Finance. 1, 57-85). 

So, the expected sign of this variable is positive pointing 
out the positive relationship with the Crisis Pressure Index 
(Corsetti, Pesenti, Roubini, 1999. Fundamental Determinants 
of the Asian Crisis: The Role of Financial Fragility and External 
Imbalances. NBER Tenth Annual East Asia Seminar). 


CAGDP (The Ratio of the Current Account to GDP): 
while CAD, which is negative sign of current account, can 
increase impact over devaluation of currency, it is general 
determinant used in empirical studies. Other case is excess 
of current account which indicates that current account has 
positive sign. From this part, the rate of current account to- 
ward GDP here is used as one of the possible determinants/ 
reasons of financial crisis. It is expected that this variable 
(CAGDP) has negative relation to crisis impact index. 


CRGDP (The Ratio of the Domestic Credits on Private 
Sector to GDP): this variable is estimated as "loans boom" 
variable which indicates that current banking system does 
not have solid/ healthy structure which is also estimated as 
determinant of financial weakness, while causes negative 
expectations and reduction of investors trust toward banks 
and system as a whole, what finally ends with self-realize- 
able crisis, namely, weak banking system increases ability of 
speculative attack (Kruger, Osakwe, Page, 2000. Fundamen- 
tals, Contagion and Currency Crisis: An Empirical Analysis. De- 
velopment Policy Review. 18, 257-274). From this part, given 
indicator which can be also used in the literature as positive 
index of financial liberalization/ development indicates on 
potential inter-relations between weak banking system and 
account crisis. Expected sign of this variable is positive while 
it indicates on positive relation toward crisis impact index. 


TDFR (The Ratio of the Total Notional Amounts Out- 
standing of the Exchange Traded Derivatives to Foreign Ex- 
change Reserves): high value of this rate is one of the possi- 
ble determinants of financial crisis of emerging markets. This 
happens because of fully liberalized, badly structured and 
improperly regulated derivatives market, derivatives can be 
highly open to use for economically harmful purposes. This 
purpose can be the following: manipulation, high risky posi- 
tions presented by high leverages, incorrect information, re- 
duction of transparency, avoidance of reasonable regulations 
etc, what is weak point for the crisis. Even more, incorrect 
use of derivatives, such as creation of non-liquidity, is con- 
tagious channel for crisis and distorts balance statements of 
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firms and conditions financial fragility which causes sensitivi- 
ty of financial sector and crisis by threatening to integrity and 
efficiency of financial market. All of the mentioned causes 
negative expectations and loss of investors' trust toward the 
whole system, increases impact over fragile currency (Garber, 
Lall, 1996. Derivative Products in Exchange Rate Crises. In 
Glick, Managing Capital Flows and Exchange Rates: Lessons 
from the Pacific Basin (pp. 206-231). Cambridge: Cambridge 
University Press. Garber, 1998. Derivatives in International 
Capital Flow, NBER Working Paper Series No: 6623. Rothig, A. 
2004. Currency Futures and Currency Crises. Darmstadt Dis- 
cussion Papers in Economics, no.136). 


Results of regressive equation for USA 
(Depended variable is currency crisis) 






































Table 2 
Source SS df MS Number of obs - 44 
F(4, 39)- 
27454,00 
Model | 283.378961 4,00 70.8447404 Prob >F = 0.0113 
Residual 736.886224 | 39,00 |18.8945186| R-squared = 0.2778 
Adj R-squared - 
0.2037 
Total | 1020.26519 | 43,00  23.7270973 Root MSE = 4,34 
Cl Coef. Std. Err. t P>t 
CAGDP | -1.460019 | 2.944714 -0.50 0.623 
TDFR | 4.272674 |1.378228 3,10 0.004 
CRGDP | -1.510498 | .4559265 -3.31 0.002 
DSR | -2.842022 | 1.288604 -2.21 0.033 
cons | 112.8102 | 35.6376 3,17 0.003 




















The second table shows the impact of derivatives in the 
USA over financial stability. As it is seen from the table, curren- 
cy crisis is taken as depended variable, which is calculated by 
the formula mentioned in the research methodology. And in- 
dependent variables are the ratio of the non- performing loans 
to GDP, the ratio of the current account to GDP, the ratio of the 
domestic credits on private sector to GDP, the ratio of the total 
notional amounts outstanding of the exchange Traded Deriv- 
atives to Foreign Exchange Reserves. As table shows, following 
variables TDFR, CRGDP, DSR are statistically significant. Among 
these variables CRGDP, DSR negatively affects the financial sta- 
bility of the USA, particularly, currency crisis, and influence of 
derivatives over financial stability is positive. Given variable 
CAGDP, despite of its negative influence over currency crisis, 
has not statistically significant impact. Besides, the coefficient 
of determination is R-square = 0,3 what means that explanato- 
ry variables explain dependent variable by 30 percent. 

Now let's the example example of Singapore (see table 
3), particularly, the influence of derivatives over financial sta- 
bility of Singapore. The table shows that in case of Singapore, 
influence of derivatives over financial stability is positive and 
at the same time statistically significant. 
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Results of regressive equation for Singapore 
(Dependent variable is currency crisis) 
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Results of regressive equation Russia 
(Depended variable is currency crisis) 











































































































Table 3 Table 5 
Source SS df MS Number of obs 255 Source SS df MS Number of obs =44 
H F(8, 31)- 
F( 4, 50)=6.00 15766,00 
Model | 236.25413 4,00 |59.0635325| Prob > F =0.0005 Model 2399.05898 8,00 299.882373 Prob» F =0.0062 
Residual) 492.53639 | 50,00 | 9.8507278 | R-squared = 0.3242 Residual 2714.11678 | 31,00 /87.5521541| R-squared = 0.4692 
Adj R- d= 
Adj R-squared = ai 12. 
Sidus Total 5113.17576 39,00 131.107071 Root MSE = 9,36 
Total | 728.79052 | 54,00 13.4961207 Root MSE = 3.1386 
Cl Coef. Std. Err. t P>t 
Cl Coef. Std. Err. t P>t 
CAGDP 
TDFR 800956 |.3987811 2,01 0.050 -- -21.14026 |15.75612 -1.34 0.189 
CAGDP | -.4888512 .1224652|  -3.99 0.000 L4. | 37.79076 14.04345 2,58 0.015 
CRGDP | .0234191 |.0399003| 0.59 0.560 TDFR 
CPSGDP  .0362271 |1.716502 0.02 0.983 = -28.78385 11.76226 -2.45 0.020 
_cons | -.4627479 |7.620189 -0.06 0.952 L4. 23.12101 | 9.58498 2,41 0.022 
| : . CRGDP 
What about the rest variables, particularly, CAGDP- it Faun SUEDE m BOUE 
has negative influence over financial stability and at the same — ES iss 
time is statistically significant, and CRGDP, CPSGDP is positive- LA. ER POS HI 0.098 
ly related to financial stability, and degree of their statistical DSR 
significant is low. — | 1.536312 |6188175| 2,48 0.019 
: . : L4. .3872123 |.6095537 0.64 0.530 
Results of regressive equation Brazil 
(Depended variable is currency crisis) cons | -27.60569 16.41353 -1.68 0.103 






































































































































Table 4 Table 5 shows the example of Russia. The table shows that 
derivatives negatively influence over financial stability. They 
ROUTE = ar MG Number ot 0bs=55 ఈ negatively influence over CAGDP and CRGDP financial sta- 
F( 4, 50)=2,97 bility. Although their influence is not statistically significant. 
Model .317056516' 4,00 |.079264129| Prob >F = 0,0282 
Residual 1.33555678 50,00 |.026711136| R-squared = 0,19 Results of regressive equation Argentina 
l (Depended variable is currency crisis) 
Adj R-squared = 0,12 
Total 1.6526133 | 54,00 | .03060395 | Root MSE = 0,16 Table 6 
Cl Coef. Std. Err. P>t Source SS df MS Number of obs =55 
F(4, 50)=2,95 
CAGDP | -.0087071 .0255751 0.735 
TDFR _ 4650818 1933797 0.020 ii 2466.48033| 4,00  616.620083' Prob >F = 0,0290 
CRGDP | -.0025758 |.0034681 -0.74 0.461 M 10459.0012| 50,00 /209.180023, R-squared =0,1908 
CPSGDP | .0192595 .0525028 0.37 0.715 Adj R-squared - 
0,1261 
. cons .3/27575 |.1878262 1,98 0.053 
Total 12925.4815| 54,00  239.360768 Root MSE = 14,463 
And now let’s review the example of Brazil (see table 4) CI Coef. Std. Err. t P»t 
which gives us very interesting picture of derivatives. Partic- 
ularly, from the table 4 it is obvious that derivatives are neg- | cCAGDP 2,85 1.929844 1,48 0.145 
atively related to financial stability and this variable is statis- IDFR | -6.174462 |3299214| -187 0.067 
tically significant. CAGDP and CRGDP are negatively related 
to financial stability, although these variables are not statisti- | CRGDP) .0054612 | 2.386662 0.00 0.998 
cally significant. What about variable CPSGDP, despite of the CPS- 201.2427 182.6504 1,10 0.276 
fact that it positively relates to financial stability, this variable ud 
| _cons | -23.34083 |11.54553 -2.02 0.049 


is not also statistically significant. 
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In the table 6 there is given the influence of derivatives 
over financial stability on the example of Argentina. Table 
shows that derivatives negatively influence over financial sta- 
bility. And also this influence is statistically significant. CAG- 
DP, CRGDP and CPSGDP positively influence over financial sta- 
bility, although their influence is not statistically significant. 


CONCLUSION 


Therefore, we have studied the influence of deriva- 
tives in the research as on the example of developed, so 


of developing countries. Research was based on empirical 
testing. Empirical testing was realized via OLS regression. As 
research shows us derivatives have as positive so negative 
influence; although their influence depends on existence 
of correct financial system. Particularly research showed us 
that in the USA and Singapore derivatives have positive in- 
fluence, when in Brazil, Russia and Argentina their influence 
is negative. This confirm spread in scientific literature opin- 
ion that derivatives can be used for economically harmful 
purposes during existence of “badly structured and improp- 
erly regulated derivatives market”, under conditions of cor- 
rect financial liberalization. 
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SUMMARY 


Globalization offers new challenges to the world econ- 
omy, which becomes more depended on unprecedented in- 
crease of financial activity worldwide. Availability of informa- 
tion and development of technologies significantly increased 
capital flow in the world and role of capital and monetary 
markets in economy. 

Second half of 2007 and first half of 2008 faced import- 
ant events in the world economy. Among them especially no- 
table are US real estate crisis and global limitation of credits, 
devaluation of USD and strengthening of inflation processes. 
These global events have significant influence over financial 
stability. 

In the recent decade variability of stocks and interest 
rates, together with globalization of capital markets, in- 
creased demand on financial instruments with the purpose 
of distribution of risks. From this perspective, interest rate 
derivatives are most frequently marketed among OCT deriv- 
atives. 


Therefore, estimation of the role of financial derivatives 
instruments is very important in stability of international 
financial system. Purpose of research is to analyze influence 
of derivatives over financial crisis. Within frameworks of re- 
search 5 countries are studied for 1997-2010 quarterly. OLS 
regressive equation is used in research for empirical tests. 
Model includes following variables: crisis index (dependent 
variable), independent variables are: correlation rate of cur- 
rent account and GDP, correlation rate of domestic credit 
on private sector with GDP, correlation rate between for- 
eign currency reserves and conditional amounts of market 
derivatives on the stock exchange. Empirical analysis shows 
us that influence of derivatives over financial stability is not 
unilateral and depends on characteristics of financial system 
of the country. Particularly, in Singapore and USA, where fi- 
nancial system is strong, influence of derivatives is positively 
reflected on financial stability, and empirical study conduct- 
ed on example of emerging markets, particularly, Argentina, 
Russia and Brazil revealed negative influence of derivatives 
on financial system. 
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_ _ 12. 10 | gobogboogdnb ൭൪൦൬0൯൪൦ bogogho 000൦08) 69 








adab ദന 1 Hed g3mbeodogob, 6౧600000, gobommadobe 
യാ bodggbnghn 330»33300b 35530056539» ൭൫ bogdo ൮6൫൧0൭0൨ 
നേന്൬റ൫റുറ൦ യാ dja3gbob 0൪൭0൫൦൪൮൬൨ 006൦00൨൪൪൨ 
ao03»e»obbob3500. 

900൯൩൪൭൦, 0൦0൦0൦൬൪0൨ 9355036390bs po gebso- 
൬0൨1 bobdgdedo 6൫൮൮൪൫0൮൪൨ joes dadydog@gh ൬൦ Hoto- 
ഗനം 10൬൪൮൬ od oboma dohggbgdmgdab goqAdamdgb dob 
dadohorymgdom, (0൯0൬൮൪൨൮ 0൯൮൬നറം dbogmom 9330bo- 
dozjo  «639ob ammdom mo 32mb27gbdjboMoobmdob 
2018 Hmob ൦09൫൨00൨. odobog omgbodbsgm, ൭൯0 od 10 
dohggbgdmnpob 9 domgebab goxdamdgbgdob 35bb533063- 
dno ൬൬൭ bomb 1൦00൦൫0൮ 7൪03൭൪൧0൭൧൫൪0 gmdo- 
900, రంగ 000000൨൫൮൫ 101400 bomboma good gob 
53990»39e»o90b Hobsdy 3൮010061. gb 36o(93bo ൭4൪൮൪൭൬൭൭ 
Hyd mo a»5300»6393e» [30800660 (Vesperi, Gagnidze 
2018; Di Fatta, 2018). 

990൯൭൪0010 dog deoddo@gdye@ 002൭60940 bodoo- 
g9gmmbogob doggdymoo Sagmdgb@ogoo 4,3 -b (3om&e@o- 
bono, ൫൬൪൫൭0൪൭റ൭, jms qo 3930060) aodo- 
9൫൮൪൨൦ po Agbsdodobo mmbabdagàgòab 35656350b 60150000. 
50039 q033936()d0 ombodbymons, Hod ,b5d335036o0-909b3b 
bo3365390b gogdamgdobmgab" oygomgdgmoo (oqbob ao- 
pojgdobo wo Hydoommanyd&o (j6»bbo 360b 35392093039» ... 
9655330603900 30 0൯൯൬൭ ന൬റ൦ ,,dq»0360 353006390b 3363- 
൪൦൪൭൪ 33€»33990b» po o0bo3500390b à60o60(930939b» po 330- 
5000336 ൭൦ 1൫൫൭൫൯൮൬ 00൪൪0൫൫൫00 de6ob" (అథ... 
2018, 33.4-5). 





൦0൦൧൬൪൦൦ po 600010 ന൭റ ൬000൨൧0൨ 3»39060b 
pe 000030൮൬൬൪൭൪൮ ൭4൭030൬൭൪ gaHoeEm dob ob 339g, 
edge 2017 Hamb 0൦൫൦൫൬൭൦ bojohoggmmdn wo 940൦ 
»306039605030390b bomb ൪൮0൯൩൬ 355300»639»do^ 33mg- 
godn 0൯0൦റന്ന) ygqme 000൪൭, 336odoxo: GIZ, oHsbodmog@mdo 
«635509500300, 350336 50(30,390, o@gZammdhn30 dd56033- 
൬൦൦൨0 )൦൭0൯0൦൬൭00൬റ00, 06൫൦00൦൬ do3o003936 350336- 
0060000൦ (00 gacbcdo gob 0030൭൭൭9൭01 0൯൦0൨30001 do- 
Hob bab 35300693, od 300൪൪൪0൨, Heo 36033650(363990 
06140൯00 ൦൬൦0൭൭ 060൦൬൨. bodgobdyjmos sobodbyeo 
Boga@e@bab gHa-gha0 dodgdo3 - bobgmdhoge 3b0336bo- 
൫00000 bobo bogodmbdogdm@m യം dapo 505639». 

omgbadbsgm adoba, md dbmgmom 933050003360 
൩൫00൮൮ 2014-2018 ൬൮000 obagotodqddo 60600000 aob- 
90൦൦൫0൨1 doo» 90൦൬6൨൮൪൮൬ gofdmMgdb 0൪൪൨൮൪ 


bj 3o633e» »0300»03 ogo ,262»093335036»0 


൭൦0൦൧൬൮൭൬൬ bodydom domo“, ൫൫൦൬൫0൬൬ (300 309090» 
31൬0൬ 004901 50309»3993 (5663boba0b 0൬001൦൬0൪൦ 


àjoboo. yosqmng9 Bgdeoombodbymob goede, 39046090, 
aobbo330:5393«0 Hema Joes 600003൯1 Jaqyobsdo gobovo- 
൬൪൨1 bobdgdob, ൫൭൭൬൮ yom, bobigd-96 35390680 
05639» g2mbedogzob gobgnmoGqdobmob. 

60000612൯൦ gobgnbommo 0൦000 (Chan, 2018) 0006 
bodeoyomnd9d3q0 ൬0൦. dob godemo3g@00 13396390, 6c3- 
యిరి 939e6g 9»gee» ൮3൮൫0൪ ~gdgb gobooemgdodg 
pobohzmn ൦00000൨൬൭0. ൭൬00000൦, Hod ,5ob300, gnghbodo 
യാ bofohagqme ൭6൫൨൦0 35d56239670390, gnbsa@ob odgo 


* (yoo: The World Economic Forum, The Global Competitiveness Report, 2017-2018 33.125; 2018 The World Economic Forum, The Global 


Competitiveness Report 33.237. 
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(06960 00000000 


0൦൬൦൬൨ 03033390 domn 0൨൫0൦൬൮൪) ൬റ dgdmbogmgònb 
mbag. hobo objgbob, md ,deobobemgmdob gobommadob 
doom qobob dowhagab doc ooo 4900൦൬൪൨ 9000010000 ൭൪ 
oHab, odob 3൮൬൪൭൭ gobbodog@ogb". od dapamdao bodo- 
39e»cob ൬റ൬റ తింగ్ర్ర0గ్రంంల్లుం ൭6000൬ ൬൫൮൦൮൪൦ »obodb3eo 
33™93000 po dbogmoml 14 ൬00600൬൪൪൦ domob 36o- 
9൫൦ 53060900. 

03000 060൦, bofomogqmeb gjmbmdn3n౧b 0090൦൦൫൪൦൨ 
0൯൩1൦0൬൪൨0 മൂന൪0൦൬)൭റ po s65906905»q360 ൫൭0%൭൬൭- 
dob 00൬3000൪ ohogagqhooboe 3590993636» od ൪൪ 010000൦0 
6౧6౧౧౦ bob36507«0 353906390b ൭൫൮൯൩00൮ 0930330». d349- 
bom 9൬൩0൦൭൯൪ goboydzmdgbrdmogp 0൦00൬൬ 303000 
൭൦0൦൧൬൨1, 60000060൪0 po ൮3ന0നര്‍റൂറ gobgamoM dob 
060൧0൦00 smmadnzobagal oabpoboom yma do~agmda3 000 
390093639:3e»0. ombodbyemo 1൮0൬3൨ ൭000൨൧0൯൪൦, ൫൨൭൬൮ 
0060൨൦ 00010൦൦൬0൦ bobdgdobogob wodobobooogdgeno 
0)30539390b aodo (Ackoff, 1981), :)60ന൮൦00 354033396393» 
൫൭൫0൮൪00 agoqab gobbomyma (Gagnidze, (2018a), Gag- 
nidze, (20180), Gagnidze and Maisuradze, (2016)). 

903d, hod bofohagqmeb 00100000 Joqyobs dboo- 
mam g2mbedogzob 3553005639580 ,,൭000യ1൦ wo ൫0൬00) 
906 gobboiogmoab, 00൦79൫൯ 6o3«»0» dqdmomhghowm 3o- 
(50003900 gabgnmom dnb 00౧6౧ 3൭1൫൬൪൨ 9365433». od ౧౦60 
03900»393e»0» a»bobs8oa6ob bofoHagqmemb gambeodogob 
൭൦00൦൦൫൪0൮ à60c60(3();«»0 000൦൫൦൮൬൪൨, ൭൩0൬൮) 
06307960746 dHEoobs Ed ൨4൦ 3603463993 353301939», hmd- 
൬൦0 yo3gmag3ab deobco3b2»q0 ൨40% 0൯0൦൦൬0൫. 

904m, bha ൭0൫3൦001 goboaqmgdmo@ 320g- 
mabhab9d3e0 boo 040% ൭൦0൬൮000 356039039»: 

bgmn 110൬൦ 6009൬0 goboomgdab somamodq00b dgd-ydo- 
390d-OdbgMa20b po od WomHa dab gobgnmosHQd0b, hm 
BobodnHmd90b 3»b300»6393c» Jaqybgddo dgddbnmo oboma 
Hydoommangdal oogabgdabs po OobyHagab dgbod~mgdmmdob 
bofomoaqmemdo; 

44൭0൨ മണയ ൦6൦൬൭160) deoobosbob à6o- 
ORI hgdob ൦൭0൪൮൪൦8), Ho3 JES ൭൭99790൯ bojohnggmmb 
3003൬൪൭0൮൬ ൬൮൦൪൦൫൪൬൭൭൮; 

6ഠന്റരര്‍നഗദന്നറന്നറ 000൭60൦൬൪0 | aobbsbo6(03c»35- 
mog bga 9004൯ 19൬൦00൭൭ ൦00൦09 35033650(363- 
dob Qmédoh dob, ൭൩൭൬൮൪ magab 6006൨ bomb 007൮൬൭40 
doo ദന ദുന്ന൦॥0൮൭൪൨0 0൦0൩൦൬0൪൪൦, ൫൭0൯൩0൨൮ 33o- 
0౧౧౦౧౧౧౦ ൫൭03൦൭൭൪൭൪൭ po bodgfomdgm gambobdgdob 90000൦. 

Bomdomns, hod omogmabdngyzmos dmmbmgbo ob3o 
84741) 9089, ൪൯0൬൪൨൮൫ $3800»393e»0» o@odoobab ofb4de- 
dnbogob, ദ്യ, bobdgmo Hyomo, boggqd0, 0931035036- 
൫000, 30000000 3650046390, (95b3936305/252obb5o39» (00 
bbgo. od 0൭0൮൯൪൮൪0൮ 3003603463905 3563333«0 bohomob 
൦൫0൨൩൭൪൦ bsdjsCo39e»ob dgydmno han dapo 6080൪ 
Oobsgdogmonmgdmoe, 5333 0൦0004൨൫൯൬. 

opabodbogo, Hed bojohoggmmdn, bbaomo 339600, 
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യറയറ de(j9bg0»se»os dobghom mo Hy~gdobs po b50336- 
bomm 9090050000 330»33390b 930333605 353600553900, 
Hob bogydggmdag 000൦0൬) ന൬റ൦ 36035360, dammmaa- 
360 b59336b5e»o, 3oa03b360, bogmaogbmgh de 100000, 
boboameo-bodgyhbye dooddadogopgdabo po bosqegob go- 
bodon@H7d9m@0 po bohhyog 0൨൫൮0൮000൨ godeoboyggbgog9e0 
dobgHomgdob (൦൭0൪൯൮൪൦ po 06003. ombsbodbog:00, Hd $ంగ్రంథ- 
039e»o eb3oo 60൩൬00060൨ Hotdegdo/godmyggbgd00 ర్యిం- 
൬൭൭ bojymomn 0൨1൦0൬൮൯൪1 goddhagmmdsbs wo 32569390 
80609089 ൪67൭൪ Ed ygbmgonb a»5300»6393«» 550653903 
dgbae»ob. 3b doegmdo 1൫൬൨൭൬ Mogbgds0@09 dooghmdob 
dog a9do(b»0303e» 603൦04) gzmbmdazabo wo 35550q»35»03 
aobb5330:6393«0 ൭060060601) smmndngoboob, Hog 173000 
906000, gob3nmogd0b 10൬൪൨ 3336960». 

agdmombadbyma 36o(346390b ൦0൦൫0൯0൬൭൭ bodgg- 
0౧౧6౧ 3993900 0റ0റ൦ഠയായ Joes aobbmhgagmgogb dnm- 
mmannbo po ൪റ0൫ഠ0ന൬൬ന൫റ൪റ% dodomaymgdom. »b300 
390939006  3(936(50se»00»g00b botommgdgdab — 350030»3- 
bob doóboo 2015 [0൬0 ൦0൦൫൦൮൬൪0൨ 0൦൫൭൭൧ 330335, 
൫൨൭൬0൦ godmogmnbs, Hed ,dommmannbs po dom(ygqber- 
mmaagònb bagmodo bojommaqemmda 700-49) 93550360 
dydomob, 6od9ge»o»g»b 85% ൾം04(00൭൪ന-3റ്റനറൃദ്ററ൦ abbia- 
309990» ൬൦0൦000൮൬൨... po d, 000൬390൬ 826339- 
ന്നറ 6൫03൦൫൯൭൪൨ ൦൭൮0൨൪൪൨1൦, 61600൮6൫൦൦ 9d39»b539o0 
Baobab (൫)൭൫൭01യൂ0൨൮1 dodogqmbygdqemn 9565036390 35600»3900 
0൫0൦, 300693 0൮൬0009൩00 ൦0൫൪൪൮൪൨... bbas dQ- 
ന്ന 06൪൬0൦൦൦ 3336000 493303356390 9030009393: 
bodgpobdgm/dndbgb 0൦൭00 03൬൭൪൬൭൭൪൮; 0010൫8൨0 
ദ)൬൫൮)൫൦00/0൨൪0൦0൨ 33«»330b 309936(05e»o9»(0ob ൭06൫0000 
HrObzdmdobs Oo 60004൦൦0 MobsddHodmmdab ൫൫൦൬൨0൨൮ 
0൭൪0൦൪) obQM&dogonbs യാ 39603360 ൬൦00൦൫൪൨: b»3c»3- 
000209; 390»593900c»3936ob dawgdabo po bohagdmnb gobo- 
Domgdab djognm 0105000000 565603500509 wo bbgo“ 
(Bregvadze, Dalaqishvili, 2015, pp.14; 21-26). 

(൫0൯00൬0൦, Hood 33€»33000 obb65053(5390b qoo 396»3- 
mgbmdo  bsdeÓo39e»ob bbgogobbgo —3603966500360»b5» 
dagona, Hob g0dm3 6330653990 »6539:3«» 350336bo- 
(3699do 0൪-൪0% 9994 hooboe 5033053390 00൦00൦ 0ന൪- 
൬൮0001: ദയറ ൮൪൦-൭൪൭ ado. 3b 06910 0000800000 
0൮൦൯൬൪0൦ po 90൬൭൬൪൭൪00 dhogomag@mgbyd0m 35d» avb- 
bo09e»q9b, bmn ൦000 0൦00൭൦ 0൫൦൬൨൭0൨ cbmog- 
Cobyzdje0 136 0൦00900൫൮൫ b3ob-eoob dgbpsaeoob 
90൬൮0൬ 0൩0000൭390 69൬3൦൭0൨. 336de«, 0൦0൮൬൨ qo 
(0910൨ do3000393b Hod ,53509390360 dgobobomol 0൭൫൦- 
ന്നറ (3563630 6౧600000 Homdodgdobagab ഠ1൫0൬റ)റ0)- 
moo d3632936(job 0336509000639» (Sciarelli, 2019, p.44). 

bodmagoom@, (000൯൬൬൭൭0൪ (j6»bbo qo ൭60% $34bo- 
ന്നനമററ്റര്‍റ go@odobob 66ന്രൂററിറ 330933000 modmmohe- 
൭൨0൬൭൦ 080689. 365035300 po ഒറ്റമൂറനഥ)ന൬റ daogHmdgdob 
bodhybogno CEO Zd00b ൬൭9൭൮൭൭9൪൮൬൦ obo65b66346360b 
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5o9b089€Co606900) 6936(0C9»0)5600b OMoHbSIMNb (౧౮౮౧౦౮౦౦౧౦ MOOD bodoMDBI@ Mb JAMMIL 06008560 360 6003000040090 


൭൦00൦൦൫൮൪൦. 00൫൫0൮൪൨ obo35»0360 റാമും 
90൬0൦ 0390320 daSamoen ൫൬൦൦൧0൪൭0൯൭൭0: 


V  dadommregagdab go@aggdob 3566320 ((009നന൬ന- 
angdab yoobboqeab (3666390); 

| ൪00000 obmgoR300b (000600; 

N റ൪0൭%-റ037൪൪൬൪൦൪റ; 

y 33603563390" (Kochoradze, 2010, p.216). 


9030000൦3൦, Hood obo3»60360 obo635b66346360ob dop- 
ymdob dodsoo madam bohm 23563393«»0 bodo- 
8900 3333 മരയരറയമം. 2018-2020 HH bodoosghmdm shmgho- 
dodo ,,mogabygengdo, 6൦൮0 gobgnmoHQd0, 3gmnmMo~Mgmdo™ 
ombadbymno, God ,bodrobbmdHog0 രയ hyJobommangdob 
(9565036584 «03b(506393«0 ob336050390b deoso~@ge 01030) 
൦൫0൯൩൦൬൭00 900൨ obr»b(9603v»o 3»5300»69390b dbndgbg- 
wm bymdgdhymd 9%] (Government Programe, 
2018-2020, p. 23). ఇం, bobySaqqoo ൭90൮൪ 40393039593 
06൦൮൦൬ gopobgmo gzmbmdazab 05035505360 3»5300»- 
0൨൦301 1012൫൮07) 3539065390b dgbofdbgmoe. 

aobgnbamma a5b30056393«»0 j3396390b 359009939» 
:3603365036399o $3460 e»o30ob ൫൫൦000൨൨ mgobgdab 
(60) 936350006 395ob d355b39. 

bogagmo qe 00000 (Siegel, 2007, p.640) do30003- 
090, ౧9 „O-b 60100൦0൯൪൭ 090 dbadgbgmmgobo gaebo- 
dozjo go down coq, 3901000൬൦0 bomoggbdnm 
5300336303000» ൬൦ 7003൪0൭൫൭ ൫൫൦൫൦90൨ bogyo- 
«9900 6001000൬൮൪) ന൬റ൦ ൬൦0൦൫൫൭൨൦൨ 010൯൭9൬൪00 00൬0൦ wo 


abagqdbadgdgmo ദദദ്നറൃദ്റംര്‍റ്ര്‍റം po dsebd-emd|demabpgdob, 
05539 domoe»33665eo» qob»7d50», egg 3౧; 3303060 cv» 
39b300»6539odo (950»(36000 003൨൪൭൪൭ യ oboma ൦0൮0൦൩ 
oegzomydol 0060൦. 

809൯൬൦ 3339 993500530, Hod 0൦൬൬0൨ 3»b550»390b 
6౧09006 gobmbdogdmmdol Eamnmgdob apn 05003630909» 
റിദ LSI)? 36033650(30390b ൮90)6)0൦0റ bofdoobmdab- 
മറ്റം, Hobog ൦൭൦06൭൮0 odd-b 36033650(36390b മുര്‍ന്രൂയറ- 
mgd. jphmbobn po gaga (Carlsson, Fridh, 2002, p. 200) 
0൬0000൭3൭0, Hed ,930-(oq»ob gobmbob 60൬൬൮001 00൬൭൬0 
odd-b 12 3603360(36do ($0-390b Hom@gbmds 1980-1990 
(00806౧ 22-൬0 200-dq3 gondoh@o. ൭90൫൩൫൪൨ 33033590 
oboq»o39b ൫൫൯൩-0൨ 7 wosegdom dbobgb, Gama «05390 
bomb 7൮൬൫൭൪ 360336506306390b p56d»(5305b. 

3930306399 (Weckowska, 2015, p.63) a9deo33e»o» 
,899600»b393« 0൦0൮൬൬0൨ 0൬0൮൬൨ 6 HAm wo 3093600»- 
Moadsgoabagoab godmyo ന൪റ daw@gmde, zgd, 3560339»03- 
QMaqbaMAdIEO Od 36003600939963-$0336063930»0 dod- 
റും. ൫൭൬-൭൪൨൪ ൮൪൭ bofomdn «6033 dagamdo godmaggbgòmgo, 
bbggdn 30 3936» 9൮൫൬ 3560839903 ൭43900059904 ൦0080൬00 
900൦൫൦൦1. 

0൨൮00൦ ൬൦ 1033000൦ (Schoen, 2014, p.435) »ob363b 
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00൬-൭൪൨൪ mobo bobymde: (1)3eob03360 ൫൫൪; (2 )oghmber- 
dayan (ന; (3) qob03e»0be-0b6323606 39300 HaJdommannb 
(joobbo 36b ൭൬00000൨) (4)eoabgodmobs-b3g300~089dyq0 
6396ee»oaoob (565bbo360ob ൭൬൨൭012൨. doo hodmogmamao 
mobo bobgodob 0൪-൪0% gybdgnmbohg0nb (950030000 (00 
൦൫൭൩൭0൦൨ 00൦൫൪൨൮൨ godeobogmabs@ dJgobhogmab 3jabo 
33600833»0 Jagybob (63e30», 0൦൬൪൦0൭൮൦൨, 3369»b0o», 03309»- 
౧0, 0റ൬൭൮൫൬൭0൬൮റ po 3536005b393«»0 5503930) 16 coobo. 
3309300 0റ൬൮൪:)ന൬റ൦ 36033665009306390b 3036 (33603005 
0൦൭0൭൭൪0൦ po ob(3e34(y3se»3660 b»330639ob 600000000൨ 
65036 305539()35e»360, $5333 10306൨൮൬൬൨ dadmbamgo“. 

ററ്രനററൃതറ 9330933565390 ഠ൬൫റ൪റ യാ bb339o (Algieri, 
2013, p.382) ൫൫൬-൭൪൨൪ 39330»bo9»b dnhodn% 33539063936 
യാഠ0൫॥)൬൨ b53b0336 bog bé8ob-mg Qd0b Gomegbmdobs, 
Gba 330050036650 3300 3303300 ൦൭൦00൬60. 

0൬൪൦൪൦ po bbegdob (Yuan, 2016, p.35) dog6 D»63- 
൫൮൬0൦ 6 ൬0൦00൦ 33«33»9 ,,hobgaob 30 dshmgnbgoob 
829 3603965063600 godemogm@nbs boda 090990400: (1) 
൮003൭൭൧൫9൪൭3൨ og» 99൪൨ nego യാ o~gd@bgb 900 maggb- 
Boab ൭000900൨ ൬൨0൦009൬൫൨ 0008000൫0൦ wo ൭4൭൨ 
bymddmgobqmmdnm; (2) ൬൭0൫൯൩൪൫൦൦ 395300»63963e»o ðo- 
8൦൭൨ ൭140൭൫൮൪൬൦ oo69353e»390b do ddbobo o 3mdq3no~monde- 
gab; (3) aeb30065353e»o 0൪0൮൬൪൨ ghd »b(od3e»o- 
7000 906393«39ob 00100൦10, dogod 3éosaobgoob dogbom 
390230» dob“. 

dogo (Beer, 2018: 2) ൫൭൬-൭൪൨൪ 090)6)0൦0൯ഠ൨॥ obodom- 
൬൮0൬൭൬ bod gob 90൮6 3936dom: ,(1) agobabdiozmob 
൫൦0൭൮0൭൬ 393346090» ൫൬ ൬൪൨3൭൪൪0൭൭൫൨ HyJoommangdob 
Hoosbbagaab 3éc3bdo (do@sbommaby dodao30»39»); (2) 
dgnobhgb b5339036« godmRe@om|ds, hmm 0000൬൮൪൦ 
ഠറ൪റം൪ന maabds 7003൭൪0൫൫൨ ൫൭൮0൬൬൬൫൨൭൪൨൪ ghobb- 
0൬60൨1 36og3bdo (൯൭0൮00൬൫൨൨ 0റ0൦൫൦)൬൮0൦); (3) 
000300൨൫൮൫ ddohogqgmmdoh  b665»693303e»o — 55633» 
(do@obomMgobodeg0m 000൦0൫൦൬0൦). ൦0060൦  »«6030b 
hobdydmng3odo ൫൪൬-൭൪൨൪ 99910൪6൪൨ 33«330b»b 530060 
dndohioegh Mag moe po ohHododgHoo~ 7 obqoos3sjo 6b, 
(c3 60(»» obj3e»33639«»360 zadao". 

Mbobodbogns, God Johogqmo d356036-3305o90ob63950 
303ee»oqo  ($3]6e»oaoob (൫൫൦06൭0൨ ൨൭90൦0൮080 296- 
8960900 ൭4൨൬൮൪൭൬ of 99090, deaé»d nbamoggb obgo bo- 
30൦0൮0, ൫൦൭൬൮) 906നാറേ6 ob ౧6౧౧౮౦౦౮ 3353006939» 
dob, 90600൯൬൭, 9൪൬൬൬൨൪൪ boobmge30m 0൫0൦0 (Shat- 
berashvili, 2010), bsds6o39e»ob 350-3990 obmaognqdob 
0000900000 (Lekashvili, 2019), IV obe@abbmoyjmo 0ന൬- 
gob dobommebym 60൬൮0൭00 (Gogorishvili, 2018; Papa- 
chashvili, 2018), asbsoq»39ob bob(5305do ob(9365b360b gode- 
000൨൪ doodgbymmdobs (Surmanidze, 2018) oo bbgo ౧౦౮౦ 
d0da650«»3939b, ൪൪0൬൮൪൮൫ bomb 7൮൬൪ b5456033«ob 
930൨൩00൦00 obo3»(0760 3«5536390b ൬൬൦൨൭90൭ (Sepa- 
shvili, 2018). 
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SUMMARY 


Facing the 4th and 5th industrial revolutions, worldwide- 
recognized research centers forecast particularly high 
rates of economic development. There is no doubt that a 
small country like Georgia cannot determine trends in the 
development of the world economy. Therefore, given the 
above conditions, it is difficult to choose the right vector of 
development. 

We believe that for making the right choice several 
factors should be taken into consideration; in particular, 
elaboration and implementation of the education programs 
and development ofthe sectorsthat will provide the possibility 
to adopt and introduce the new technologies created in the 
developed countries in Georgia should be supported; based 
on competitive advantages of Georgia production of inelastic 
demand goods should be focused on. For the implementation 
of the above-mentioned directions, formation of appropriate 
entrepreneurial universities should be encouraged, which, 
in turn, will contribute to the formation of clusters around 
them, development of regional economy and creation of an 
entrepreneurial ecosystem. 

As known, demand for the products that are essential 
for humans to exist is inelastic. In particular, these are 
potable water, food, medicines, hygiene products, relax/ 
recreation, etc. Georgia can produce bio-products in some 
of the above sectors not only to satisfy the demand on the 
domestic market, but for export as well. 

We would like to note that in Georgia, there is a great 
potential of combining the results of the studies on mineral 
waters and medicinal plants, which will allow to produce 
unique, biological medicinal hygienic products, household 
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chemistry, agricultural pesticides and minerals used for 
soil enrichment and in irrigation systems, etc. It should be 
noted as well that production and usage of such goods will 
allow Georgia to care for the health of its population and the 
environmental conditions and to enter developed markets. 

Unfortunately, the studies conducted in Georgia show 
that there is no efficient connection between education and 
business. This is indicated by GIZ, NGOs, universities and local 
government officials. Rigid legislative and internal system in 
state universities, which represents one of the reasons for 
such a failure, is also highlighted. 

In addition, we would like to note that in the World 
Economic Forum reports 2014-2018, 'inadequately educated 
workforce' takes the first position among the factors that 
are most problematic for doing business. Traditionally, the 
country has had a poor position in terms of access to training. 

In order to be able to introduce the innovations, find 
a new niche in the international markets and become an 
economic leader in the region, we consider that it is necessary 
to establish technology transfer offices in the universities 
functioning in the regions of Georgia. The issue is analyzed 
based on the best practice of foreign countries, namely: the 
USA, Germany, France, Italy, UK, South Africa, etc. 

Due to the above-mentioned factors, it is necessary to 
form an education system that is directly and systematically 
linked to the development of the economy. This is ensured 
by the effective functioning of technology transfer offices in 
entrepreneurial universities. 

This approach is fully compatible with the policy of 
the government of Georgia with special emphasis on green 
economy and education, which, in our opinion, is the right 
vector for development. 
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Modern economic science is unthinkable without pre- 
dicting and planning the prospects for economic life devel- 
opment. There is no doubt that forecasting has become one 
of the crucial scientific factors as the formulation public, so- 
cio-economic development strategy and tactics. In the notion 
of prognosis, we consider a scientifically reasoned discussion 
ofthe possible future states of the object under consideration. 
Economic Forecasting - is the process of developing economic 
forecasts based on the combination of scientific methods to 
understand economic events and their application in practice. 
There are many different mathematical and statistical tools in 
the arsenal of scientists as well as practitioners and econo- 
mists today in purpose of forecasting. Modern advances in 
econometrics and forecasting increasingly allow scientifical- 
ly grounded, objective and adequate forecasting to operate. 
However, the search for new methodological approaches to 
mathematical modeling complex systems continues. With the 
advent of artificial intelligence, intractable abundance and in- 
exact logic, genetic algorithms and other modern research 
emerge new tools for data analysis and forecasting. To date, 
one of the most prominent effective tools for data analytics 
is artificial neural networks. Although there are attempts to 
forecast its financial markets, research into the potential use 
of this instrument in the economy is a contemporary issue. 

Complete information about artificial neural networks 
can be found in many sources, for example the following 
literature: (Rojas, 1996; Kriesel, 2007; Russell, 2013; Simon, 
2018). The article format does not allow us to discuss in detail 
the theoretical foundations for the construction and opera- 
tion of these networks. We will provide general information 
on basic principles. 

Artificial Neural Network - is a mathematical model cre- 
ated in the likeness of a human neural network, and its soft- 
ware and hardware implementation. Its constituent unit is an 
artificial neuron that imitates the properties of a biological 
neuron. (Fig. 1) 





Fig. 1 Artificial Neuron Scheme 


The input signals (x1, x2,..., which are vector X) are sup- 
plied at the input of an artificial neuron. Each signal is mul- 
tiplied by the corresponding weight (w1, w2,...) and passed 
to the summing block (2). The algebraic sum of the weighted 
input signals (output NET) is then transformed by the acti- 
vation function (F) and finally gives the output neuron sig- 
nal (OUT). Such neurons unite in layers. The set of neurons 
that make up the layer is a simple neural network. In network 
training process, it is achieved that the set of input signals 
corresponds to the desired output set. The training process 
is accomplished by a consistent supply of input vectors, with 
weight selection and optimization being carried out accord- 
ing to a defined procedure. In the training process, weights 
are gradually formed so that each input vector has a corre- 
sponding correct output vector. Deterministic and stochastic 
methods and algorithms are developed and used for network 
training. Depending on the specification of the model and 
the research task, one of the many available configurations 
(multilayer perceptron, networks with direct and back-prop- 
agation algorithms, Hopfield Network, Cohen-Grossberg Net- 
work, Hamming Network, Boltzmann Machine, etc) can be 
selected. (Stepanov, 2010: 5) 
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Gocha Ugulava 


In dynamic environments such as regional economies, 
where economic indicators base is scarce, and indicators 
themselves often do not meet the conditions of stationary 
and invariability of conditions, in a system dominated by 
mass processes, and complicated by difficulty of direct ob- 
servations, where many interrelated factors operate, it is im- 
portant to carry out applied research in order to introduce 
intelligent modeling technologies. These systems, events and 
processes, inherently, are stochastic, probabilistic in nature. 
Indeterminacy is their inner being. For the further develop- 
ment of the country, ensuring economic growth, its territorial 
development, plans for this development, adequate forecast- 
ing of key economic indicators are one of the most impor- 
tant components. Based on this, the purpose of this article 
is to study the possibilities of using artificial neural networks 
in these areas of economics by the example of analysis and 
forecasting of regional economic indicators. 

We carried out modeling and forecasting of regional eco- 
nomic indicators using the artificial neural network of the 
three-layer perceptron architecture. The first layer is the input lay- 
er, which is supplied with 5 types of indicators, the second is the 
hidden layer - three-level with 14 neural nodes (8-4-2), the third 
is the output layer. The network architecture and neuron settings 
were automatically formatted through the programming lan- 
guage R and its package — neuralnet (Fritsch, Guenther). (Fig. 2). 

A number of socio-economic development indicators of 
Imereti region for the period 2006-2017 were used to train 
the network. The vectors are coded as follows: RGDP - Re- 
gional Gross Domestic Product, DFI - Foreign Direct Invest- 
ment, FAI - Investment in Fixed Assets, EMP - Number of Em- 
ployees, BT - Business Turnover, CPI - Consumer Price Index. 
All data are from the Imereti region and are taken from offi- 
cial GeoStat sources. (National Statistics Office of Georgia). 
All data was presented to the network as normalized. Data 
were normalized according to the following formula: 


As a result of the program, an artificial neural network of 
the following structure was created (Fig. 3) 





Error. 0.001989 Steps: 131 


Fig. 3 Artificial Neural Network Structure 


Then, during the forecasting phase, the data vectors 
were presented as data frame in five input parameters (DFI, 
FAI, EMP, BT, CPI), according to the neural network forecast of 
the regional gross domestic product (RGDP. NN) was calculat- 
ed. Forecasting was done at the same time scale (2006-2017) 
to enable us to compare the predicted values with the actual 
ones to verify the level of forecast accuracy. We also tested 
the results of the neural network in another way - compared 
to the predicted values using multiple linear regression on 
the same data. Multiple linear regression method is an ac- 
tive method of the arsenal of economists and statisticians, 
characterized by high accuracy. The corresponding regression 
equation was calculated to build a model of the dependence 
as the dependent variable - RGDP on predictors - DFI, FAI, 
EMP, BT, CPI. By it we obtained the linear regression forecast 
indicators of the regional GDP (RGDP LR). The results of the 
program work are summarized in the table (Table). 






































X — min (X) 
max(X) — min (X) Table. Determination of the accuracy of forecast 
indicators 

O° Untitiedi* s 

1 brary (nour alnet) Me cm imm T YEAR | RGDP RGDP_NNI RGDP LR b b 

7 library (a laa) = — 

MT EA UE പ്പ്‌ 2006 | 1474.54 | 1565.05 | 1565.16 | 0.0614 | 0.0615 

5 BP onmorsBalizse dara 

Tara s. data. frame(lappiy(st.i. moraa iae min(x)) } 2007 | 1942.64 | 1890.92 | 1862.07 | 0.0266 | 0.0415 

8. set.sesd(I) | 2008 | 2347.64 | 2330.74 | 2267.65 | 0.0072 | 0.0341 
10 net x neur à inet (miir = DEI + FAI + EMP «BT + CPT, data = data, hidden = c(B,4,7)7, 

ലായി ത മാണോ 2009 | 2334.48 | 2347.93 | 2373.19 | 0.0058 | 0.0166 
13 col. entry. synapse = “red”, col.out = "green", Col out. synapse = "green", 

జ్‌ EL. 2010 | 2561.54 | 2582.67 | 2606.00 | 0.0082 | 0.0174 
T ക <- rouna! (esate set result RD చన పు 2011 | 2961.17 | 2925.86 | 2979.35 | 0.0119 | 0.0061 
18 s predict wren Trio ar dia. క! aie ar 

15 TE Uim UE ME e BP ABT ge NER nad 2012 | 3091.43 | 3091.30 | 3095.24 0 0.0012 

© final 

తా నా NDS cua 2013 | 3070.41 | 3041.54 | 2991.89 | 0.0094 | 0.0256 
23 deviation NW = round (abs ഡി - T inal Eoo AN) ‘final inm)», 4) 

MEE റ സ e eH 2014 | 3117.53 | 3201.87 | 3142.83 | 0.0271 | 0.0081 
26 accur bey LR = 1 = mean deviation.) 

= ies <- ebindifinal, deviation NW, deviation LR) 2015 | 3397.89 | 3336.09 | 3379.95 0.0182 0.0053 
To puer 2016 | 3565.76 | 3578.14 | 3594.71 | 0.0035 | 0.0081 
31 write, xisx(final, 'final.xlsx', shawtHame-"Shaetl", row. mgs = FALSE) 

32 2017 | 3984.60 | 3974.10 | 3991.57 | 0.0026 | 0.0017 


Fig.2 R Program Listing 


144 




















600൬00000500 ൭൦ 90006010 Nes, 2019 





USE OF ARTIFICIAL NEURAL NETWORKS TO PREDICT TERRITORIAL ECONOMIC INDICATORS 


The accuracy of the predicted values calculated by the 
neural network was quite high (accuracy_NN = 0.9848417), 
which was not declining but slightly ahead of the accuracy co- 
efficients of the predicted values obtained through linear re- 
gression (accuracy_LR = 0.9810667). Also, the predictive val- 
ues calculated by the neural network with high 
adequacy and accuracy were compared with 
actual, existing ones. (Average deviation from 
actual - 1.5%, smallest deviation - full accura- 
cy coincidence, highest deviation - 6%). Such 
high efficiency of the forecasting rates obtained 
through the network can be partly explained by 
the unity of network training and forecasting data, what was 
caused by overfitting of the network. However, based on the 
nature of the issue and the representativeness of the sample, 
it is unlikely that there are a large volume of random patterns 
that have a significant impact. It will be interesting to analyze 
other, including more comprehensive regional territorial indi- 
ces with the above methodology. Under a larger sample, it is 
possible to train the model and then forecast using different 
indicators, which can eliminate the problem of overfitting of 
the network. Even under these conditions, as the research 
shows, the values of the prediction efficiency and determi- 
nant coefficients cannot be greatly reduced and the forecast 
fully satisfies the reliability and adequacy requirements. It 


deviationyy = 


is also a matter of further research to analyze the economic 
indicators presented as time series by the neural networks. 

The magnitude of the deviation from the actual figures 
of the forecast and the accuracy of the calculations were 
obtained by the following formulas: 


IRGDP — RGDPyy| 
RGDP 


IRGDP — RGDP,p| 


deviationjp = RGDP 


1 1 
accuracyyy = 1— =Z deviationyyaccuracy;g = 1— i? deviation, p 


Thus, the presented material shows that the use of 
artificial neural networks for the prediction of territorial 
economic indicators is reasonable and justified. Their role in 
analyzing and predicting indicators that are characterized by 
non-stationarity, dynamism, lack of a definite trend, periodic- 
ity, nonlinear structure is especially increased. It is therefore 
advisable to apply this method in regional economic studies, 
in predicting territorial development plans, strategies, targets 
and indicators. However, there are also a number of limita- 
tions to the use of neural networks. Artificial neural networks 
can be embedded in the methodological and instrumental 
arsenal of researchers, practitioners, economists, statisti- 
cians, and data analysts. 
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SUMMARY 


Modern economic science is unthinkable without predict- 
ing and planning the prospects for economic life development. 
There are many different mathematical and statistical tools 
in the arsenal of scientists as well as practitioners and econo- 
mists today in purpose of forecasting. To date, one of the most 
prominent effective tools for data analytics is artificial neural 
networks. Artificial Neural Network - is a mathematical mod- 
el created in the likeness of a human neural network, and its 
software and hardware implementation. We carried out mod- 
eling and forecasting of regional economic indicators using the 
artificial neural network of the three-layer perceptron archi- 
tecture. The network architecture and neuron settings were 
automatically formatted through the programming language R 
and its package - Neuralnet. During the forecasting phase, the 
data vectors were presented as data frame in five input param- 
eters (DFI, FAI, EMP, BT, CPI), according to the neural network 
forecast of the regional gross domestic product (RGDP NN) 
was calculated. All data are from the Imereti region and are 
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taken from official GeoStat sources. Forecasting was done at 
the same time scale (2006-2017) to enable us to compare the 
predicted values with the actual ones to verify the level of fore- 
cast accuracy. We also tested the results of the neural network 
in another way - compared to the predicted values using mul- 
tiple linear regression on the same data. The accuracy of the 
predicted values calculated by the neural network was quite 
high, which was not declining but slightly ahead of the accura- 
cy coefficients of the predicted values obtained through linear 
regression. Also, the predictive values calculated by the neu- 
ral network with high adequacy and accuracy were compared 
with actual, existing ones. 

Presented material shows that the use of artificial neural 
networks for the prediction of territorial economic indicators 
is reasonable and justified. Their role in analyzing and predict- 
ing indicators that are characterized by non-stationarity, dy- 
namism, lack of a definite trend, periodicity, nonlinear struc- 
ture is especially increased. It is therefore advisable to apply 
this method in regional economic studies, in predicting terri- 
torial development plans, strategies, targets and indicators. 
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l. INTRODUCTION 


In a marketplace, money is a medium of exchange, 
where people interact and use money widely daily. To some 
extent many people make this place effective and efficient. An 
exchange rate represents the price of one currency in terms 
of another. It reflects the ratio at which one currency can be 
exchanged for another one. Exchange rates forecasting is a 
very important and challenging subject of finance market, 
especially after the Bretton Woods system of fixed exchange 
rate breakdown in 1973 and desirability of obtaining reliable 
forecasts of exchange rates became highly demanding to earn 
income from speculative activities, to determine optimal gov- 
ernment policies as well as to make business decisions.This is 
important for all the firms which have their business spread 
over different countries or for those which raise funds in dif- 
ferent currency. Business people mainly use exchange rates 
forecasting results in following types of decisions like choos- 
ing currency for invoicing, pricing transactions, borrowing and 
lending, and management of open currency positions. This 
market is the largest and the most liquid financial market, 
called as Forex Market,which includes all aspects of buying, 
selling and exchanging currencies at current or determined 
prices.The forex market is made up of banks, commercial com- 
panies, central banks, investment management firms, hedge 
funds, and retail forex brokers and investors. Forecasting the 
short-run fluctuations and direction of change of the curren- 
cy exchange rates is important for all these participants. GEL 
is trading mainly in the local interbankmoney market which is 
integrated into the Bloomberg trading system. This market is 
small, and currency demand and supply is not very stable and 
lacks market efficiency. These factors give GEL currency some 
extent of instability and volatility. 

Exchange rate can be forecasted by using structural 
models where exchange rate of a country has a relationship 
with money supply, output, inflation, interest rate, balance 
of payment etc. These explanatory variables are used to ex- 
plain changes in exchange rate. However, there are several 


limitations which make this model less valuable in the field of 
finance. One such reason is that data for these macro- eco- 
nomic variables are available at the most on monthly basis, 
while in finance one needs to deal with very high frequen- 
cy data such as daily, or even more frequent. To avoid these 
problems, one often uses models which attempt to predict 
financial variables using information contained only in their 
own past values and possibly current and past values of an 
error term. Time series models such as Moving Average (MA), 
Exponential Smoothing (ES) and ARIMA methodology can be 
used for estimating, checking and forecasting exchange rate. 

The main goal of this study is to forecast future exchange 
rate trends by using currency rates time-series, representing 
past trends, patterns and waves. Moving average, exponen- 
tial smoothing models and Auto Regressive Integrated Mov- 
ing Average (ARIMA) are that class of models that are widely 
used in this field. We aim to use these models to estimate 
their predictability and compare their projected results in 
forecasting the GEL exchange rate against the USD. There is 
a tendency that GEL depreciates against USD and EUR (Figure 
1). It has been following the inflation targeting regime,where 
exchange rate regime is floating -change of exchange rate is 
free.The official exchange rate of the Georgian GEL against 
the USD is calculated each business day. The official exchange 
rate of GEL against USD is calculated as the average weighted 
exchange rate of the registered spot trades on the interbank 
market functioning within the Bloomberg trade platform. 
Then, the official exchange rate of GEL against other foreign 
currencies is determined according to the rate on interna- 
tional markets on the basis of cross-currency exchange rates. 

The National Bank of Georgia has intervention policy 
that mainly lasts for two years, shows policy leaning to accu- 
mulate FX reserves. Such policy has some risk, depending on 
changing circumstance, and may trigger of exchange rate de- 
preciation trend or increase exchange rate volatility, or both. 
The shapes of data presented in Table 1 and plotted in the 
Figure 1 clearly indicates to such tendency, and it is obvious 
that these time series are not stationary. 
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GEL/USD and GEL/EUR Time Series Plots 
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Figure 1 


Table 1: Descriptive Statistics for the Variables 


[Variable — |  Mean| Median | —— StDev| — Min | Max |  Skewness| Kurtosis | 
GEL/EUR 3,00851 3,0286 0,07722 3,0286 3,1766 -0,79958 -0,25307 





GEL/USD 2,58599 2,6184 0,11432 2,6184 2,8023 -0,14229 -1,4857 


Data sets used in this statistical analysis were extracted from the Georgian National Bank 
(www.nbg.gov.ge/index.php ?m=304/ ; the section: Foreign Exchange Market) and include official trading rates for this 
market from the 1st of May 2018 to the 31^ of July. 


ll EXCHANGE RATE FORECASTING: TIME SERIES MODELS 
A. Moving Average Model 


Simple Moving Average (SMA) 


Sometimes there is real concern about recent observation. The Simple Moving Average (SMA) models simply compute 
mean of the predefined number of data points. Equation (1) represents the moving average of order r, SMA(r). 


r 


>» 


E (1) 
F 


t+1 


A 


Where: Y. 


ചു the forecast value for the t+1 period; Y the actual value at period t; r = number of periods in moving 
average. 

A SMA model is simple and averages the past data of time sires. There are two types of SMA models: (1) a short-run 
SMA (SRSMA), and (2) long run MA (LRSMA). The SRMA includes most recent currency prices, while LRSMA- a longer 
series of past currency prices. Combination of these two models may be used for generating a buy or sell foreign 
currency signal. 

One common characteristicof all moving averages is that their exchange rate estimates almost always would be behind 
the real price. When exchange rate has tendency to go down, the simple moving average data remains above the real 
exchange rate, and, conversely, when the exchange rate is rising, SMA would most likely be lower. If both are not the 
case, in other words, there are no trends, or it is changing very frequently, moving average can give incorrect signals 
about exchange rate change directions. Because of all the data points in the SMA process are given equal weight, this 
method fails to reflect the importance of time ordering with respect to observations. Anothermethod, called weighted 
moving average, reflects this point. 

Weighted Moving Average (WMA) 

In WMA each previous currency price is multiplied by a weight factor. The weight factors are not the same and differs 
from day to day. The equation used in WMA is 


^ triti 
Ya = മ ലം (2) 
i=l 
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r 
Where R = Xir = number of periods in moving average. 

j= 
The weight factor in (2) decreases further back in time, and so the trend will be responsive to recent change. 
Exponential Moving Average (EMA) 
Moving average are lagging indicators. When currency rate is trending down, the average price of currency remains 
above the price; and conversely, the SMA’s price would be below. The EMAs reduce the lag by applying more weight to 
recent prices relative to older prices. The EMA equation can be written as 


ടച്‌, (3) 
Where 
e = 2/1+r),r = number of periods in moving average. 


Exponential smoothing gives two times more weight to today's measurement than it would be in SMA. 

Results of SME, EMA, and WMA 

(1), (2) and (3)models were used for three periods moving average and their forecasted results are showed on Figure 2 
and inTable 2. To evaluate these models weremade by calculatingthe metrics shown in Table 2 and 3. As we see, the 
best model according MAD and MSE is MA (2), but by FCPCD! is AM (3). 


Table 2: The Accuracy Measures of SMAand EMA Models 
SMA SMA EMA EMA 
GEL/USD GEL/EUR GEL/USD GEL/EUR 


MAPE 0.00248 0.00416 0.001125 0.001877 


MAD 0.00639 0.01251 0.002907 0.005643 
MSD 0.00012 0.00029 2.6E-05 6.05E-05 
FCPCD 


Table 3: The Accuracy Measures of WMA Models 


WMA WMA 
GEL/USD GEL/EUR 


MAPE 0.00215 0.00366 





MAD 0.00555 0.01099 
MSD 0.00010 0.00024 
FCPCD 


Figure 2: Forecasting with the MA for GEL/USD and GEL/EUR 
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MA(3) 
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Figure 3: Autocorrelation Function for MA Residuals 


Autocorrelation 





These three methods provide an efficient mechanism when time series is stationary. Almost all autocorrelation 
coefficients of these MA class models residuals have pattern showed by Figure 3, and this function is almost the same 
for all lengths of MA models. At the 95% confidence level we can say that none of these autocorrelation coefficients 
are significantly different from zero, except the first two.Approximately the same results were received for GEL/EUR 
time series. As we know, a plot of residuals versus fits is useful diagnostic tool. The ideal for this plot is a horizontal 
band of points. Figure 4 represents a plot of residuals versus predicted values from our estimated model. As this figures 
show, the residuals are plotted enough horizontally and do not indicate to serious problems. 


Figure 4: Plot of Residuals 
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B. SINGLE AND DOUBLE EXPONENTIAL SMOOTHING MODEL 


Exponential smoothing models are models that are the most widely used time series models in the fields of 
economics, finance and business analysis. According to these models the new forecasts are derived by adjusting plus a 
proportion of the last error. The simplest model is the single parameter exponential smoothing model which is, Next 
forecast = Last forecast + A proportion of the last error. 

This type of model is used for short-term forecasting where time-series data doesn’t include predictable upward 
and down trends. Inthe following analysis, estimated values for ais within the range - O < a < 1 andestimation of 
parameters is done through calculation of values that minimize the sum of squared errors. Starting value for the 
calculation is always the mean of the observed series. In symbols, the single parameter model may be written as: 


A 


1 


t+1 


- ൨ +(1-a)Y, i (4) 


Y 


t41 


- Y,«a(Y, - Y) 


Equation (1) for t implies Y, = a Y, + 1—@)Y,_, . Substitution this in equation (1) and continue it for Y , , and so 


forth gives 


^ 


Y 


t+1 


=aY,+a(1-@)Y,,+a(l-@)’Y,, ++ (5) 


Assigning the value to a is the key aspect of this analysis. One method to choice a is iterative procedure that 
minimizes squared error (MSD). Forecasts are computed for, say, a =0.1, 0.2, ..., 0.9, and (MSD) computed for each a. 
Lower weights produce smoother line, and higher weight produce a less smooth line. It is recommended to use 
smaller weight for noisy data so that the smoothed values do not fluctuate with the noise. The statistical software 
Minitab contains option to find out optimal a value that minimizes the sum of the squared residuals in an ARIMA (0, 1, 
1) model. The ARIMA (0, 1, 1) model calculates the differences of the data and includes a moving average term of order 
1. The simple exponential smoothing has a single level (a) parameter, equation (1) and (1), Holt’s exponential 
smoothing has level (a) and trend (y) parameters, equations (6). 


L,=ay,+(l-ayL,, * T, ,) 


is E VL, - 2.൧) (1-7) (6) 

Y, = L, + pT, 
Where: 
L, = the smoothed value; T, = the trend estimate, Y, = the observaton in period t 
Y. , =the forecast for p periods intto the future, a and y = smoothing consant 


The simple exponential smoothing models results are reported in Table 2 and 3. Using Minitab version 19, our 
calculationprocedure generates exponential smoothing models for GEL/USD and GEL/EUR exchange rate series.These 
models accuracy measures are also presented in Table 4. Holt's Double Exponential Smoothing's accuracy measures for 
all currencies are much better than the ones for the Simple Exponential Smoothing. 


Table 4: The Accuracy Measures of ExponentialSmoothing Models 


The Simple Exponential Smoothing (1) Holt’s Double Exponential Smoothing (3) 
GEL/USD GEL/EUR GEL/USD GEL/EUR 


0.291009 0.456079 0.16721 0.319127 


MAD 0.007532 0.013717 0.004315 0.0096 
MSD 0.000162 0.000328 0.000067 0.000236 
రాయ te 





Figure 6 presents ACF for exponential smoothing models residuals plots. As we can see, there are no significant 
autocorrelation pattern in the ACFs. We also tested the Winters’ models but it turned out that the seasonal component 
in our time series was not significant. 
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Figure 5: ACF Plot for SES and HES 
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Figure 6: Residuals Plot Versus Fits 
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As the Figure 5 shows, the autocorrelation coefficients are close to the conclusion that the autocorrelation 
coefficients are not significant. Following figure (Figure 6) represents the plots of residuals versus predicted values for 
our estimated model and it also supports the conclusion about residuals autocorrelation. 


C. ARIMA MODELS IN FORECASTING EXCHANGE RATES 


Box-Jenkins (B-J) models are known as Auto Regressive Integrated Moving Average(ARIMA)(Box, G. E. P., and G. 
M. Jenkins, 1970). These models are one of the most important and widely used linear time series models (Michael, K., 
2003). Time series models are generally not based on any underlying economic behavior. The ARIMA procedure is 
carried out on stationary data. These models typically relate a dependent variable to its past and to random errors that 
may be serially correlated. The widely used time series model is the ARIMA (p, d, q) process (Agung, 2009) Time Series 
Data Analysis Using EViews. Singapore: John Wiley & Sons (Asia) Pte Ltd.[1]. ARIMA is powerful tool for forecasting 
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currency exchange rates. One part of ARIMA (p, d, q) model is AR (autoregressive part), second part - | (integrated part), 
and third- MA (moving average part). In forecasting form, the general ARIMA (p, q) model selected can be expressed as 
follows: 


Y, =H +p Ty + OY. + టూ 0046,17 056,5 711177 Ogg (5) 


The key component of the ARIMA model is to determine p and q. Where the order p and q of the model indicate how 
many previous times of data and errors we use to predict the present time. The shapes of ACF and PACF can help in 
determining these parameters and some statistical packages have tools helping to do this. When, as Figure 1 indicates, 


the time series is not stationary, it may be converted to a stationary series by differencing (y, = Y, = Y) and after 


this transformation of time series Y, will be replaced by y,. In this case, when d=1), the ARIMA (p, 1, q) is 


Yı. =H +Y +Ø, Y, + പ ന്‌ “యర ചോ” ശ്ച (6) 


The sample autocorrelation (ACF) and partial-autocorrelation (PACF) correlograms were used (Figure 7) to identify 
autoregressive term and moving average term. Having chosen a particular ARIMA model, and having estimated its 
parameters, the adequacy of the model is checked by analyzing the residuals. If the residuals are white noise, it means 
that the model is acceptable, otherwise residuals goto model identification step. 


Autocorrelation Function for GEL/USD 
(with 5% significance limits for the autocorrelations) 
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Figure 7 
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These two figures indicate that the ACF and PACF coefficients are significant. Our decision regarding various orders of 
autoregressive (p) and moving average (q) based on analysis of the residuals by iterative procedures of model. In this 
process we kept integrated term (d) as order 1. We have tested the numbers of ARIMA models and only listed in 
table6models residuals had noisy pattern and estimated models parameters are significant. The results of this process 
are shown in Table 6 and it reports the values of AIC’ and BIC for various orders of ARIMA model for GEL against USED 
and EUR. The AIC and BIC values represented in the Table 4 were by using following formulae’s: 


AIC = Ine’ ey (7) 
n 
Bins ae 
n 


Where: In = the natural log; 6” =the residual sum of squares divided by the number of observation; n = the number of 
observations; r = the total number of parameters in the ARIMA model. The estimates of these three models are: 


1. Estimates of ARIMA (2, 1, 2) Parameters for GEL/USD 


Differencing: 1 regular difference 


> 
J 


0.035 
0.973 


D 
U 


Number of observations: Original series 535, after differencing 534 


Residuals: 55 = 0.098419 (backforecasts excluded) 
MS = 0.000186 = 530 


Modified Box-Pierce (Ljung-Box) Chi-Square statistic 

19.2 36.6 
aa 
0.512 0.778 


7 
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Lag 
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N 


P-Value 0.704 


he 


2. Estimates of ARIMA (1, 1, 2) Parameters for GEL/EUR 


Constant -4.3E-06 0.973 


Differencing: 1 regular difference 


> 
J 


Number of observations: Original series 535, after differencing 534 


Residuals: 55 = 0.098419 (backforecasts excluded) 
0.000186 = 530 
Modified Box-Pierce (Ljung-Box) Chi-Square statistic 


P-Value 0.704 0.512 0.731 0.778 


* The information criterion of Akaike (Akkaike, H. 1974) 
? The Bayesian information criterion of Scherz (Sachwarz, G. 1978) 


< 
ഗ 
I 
z 
l 


= 

N 
| 
: 

N 


m.e 


56 600൪൬9000509 Cd 90096000 Nes, 2019 


TIME SERIES MODELS FOR FORECASTING EXCHANGE RATES 


Table 6: AIC and BIC Value for Various Orders of ARIMA’ 


ARIMA(p, d, q) GEL/USD GEL/EUR 
AIC A 


Table 5: The Accuracy Measures of 
the ARIMA Models 


ARIMA(2,1, | ARIMA(1, 1, 2) 
GEL/USD GEL/EUR 


| IC 
ARIMA(1, 1, 0) -9.60701 9.58296 -8.5/106 -8.55263 


ARIMA(1, 1, 1) -9.61765 9.59361 -8.57981 -8.54775 


MAPE 2.480E-05 6.13238E-05 - 
MAPE — ARIMA(2, 1, 0) -9.62318 -9.59914 -8.58125 -8.54919 


4.384E-03 8.825E-03 ARIMA(2, 1,1) | -9.62373 | -9.59969 | -8.58149 | -8.54141 
MSD | 


ARIMA(1, 1, 2) -9.62042 9.59637 -8.58206 -8.54198 
ARIMA(2, 1, 2) -9.64648 -9.62243 -8.57875 -8.53065 


Lowest AIC or BIC value is considered as best fit of the model. According these criteria the best would be ARIMA (2, 1, 2) 
for GEL/USD andARIMA (1, 1, 2)- for GEL/EUR. By criteria FCPCD, Table 7,the best models are not the only one. There 
are: ARIMA (1, 1, 0) and ARIMA (2, 1, 2) for GEL/USD; ARIMA (2, 1, 1),ARIMA (1, 1, 2) and ARIMA (2, 1, 2} for GEL/EUR 
by FCPCD criteria. 


6.405E-05 1.843E-04 
7096 7296 





Table 7: FCPCDValue for Various Orders of ARIMA 


The below Figure 9 plots the predicted exchange rates usingthe best ARIMA we have determined - ARIMA (2, 1, 2) for 
GEL/USD, (1, 1, 2)and for GEL/EUR. 





D. THE RESULTS AND COMPARISON OF MODELS 


In this section we will compare the models used above. AIC and BIC can be used for comparing and selecting model. The 
calculation results are represented the Table 8. 


Table 8: Values of Model Selection Criteria: AIC and BIC 


GEL/USD -7.4491 -8.0297 -8.0190 -9.6465 
-7.4475 8 0282 -8.0163 -9.6224 
GEL/EUR -7.5970 -7.4535 -7.2467 -8.5821 
-7.5954 -7.4508 7.2440 -8.5420 

Table 9: Correct Predicted Change Direction- FCPCD 


GEL/USD 
3 8 5 








8 7 
GEL/EUR 


Table 9 shows the forecasted correct number of exchange rate change directions. In this point of view,the ARIMA 
models catch correct change directions for all considered currency rates. The results of exponential smoothing and 
ARIMA models forecasting are presented in Figure 8.As Table 6 shows, by criteria AIC and BIC ARIMA models are 
leading, while by criteria FCPCD MA models are leading (Table 7). In these models we usedthe most recent exchange 
rates, and calculated the short-run MA. This model with combination to Long-run MA, can be used to generate currency 
trading signals for making buy or sell decisions. 


^ ACF and PACF for all models are not significant. 
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Figure 8: ARIMA Models Forecasting Results from ARIMA (2, 1, 2)- GEL/USD and ARIMA (1, 1, 2) - GEL/EUR 
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CONCLUSION 


All simple moving averages are lagging indicators and 
have tendency to be “behind” the price. When the exchange 
rate is trending down the SMA's rates remain above the real 
figure and if exchange rate is trending up, SMA would be below 
the real figure. However, in short-run, SMA the most quickly 
catches changing behavior of exchange rates. Accordingly, 
as indicated in Table 8, SMA gave the best results in FCPCD. 
Weighted moving average models assign the nearest data of 
time series more weight and, as arule, more accurately reflects 
the results of the change. But, in our case, this was not the case 
and SMA was far better at guessing the direction of change. 

Exponential moving average reduces the lag in the SME. 
Predicted exchange rates do not tend to be lower or higher 
for some period than the real exchange rate. Although, de- 
spite this advantage and much better in accuracy measures, it 
falls far behind in recognizing change direction - FCPCD.These 
models work well even when the time series contains a mod- 
erate trend. When there are much stronger and long period 
trending tendency, as expected, there would be much better 
rendered the Holt Exponential Smoothing than simple expo- 
nential moving average.The time series may change its be- 
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havior and to reflect this change this class of adoptive mod- 
el's parameters must be updated timely. In order to maintain 
model adequacy and to obtain good result, it is necessary to 
make careful calculations of new parameters and include suf- 
ficient number of previous data. 

ARIMA Models: All three selected models (ARIMA (2, 1, 
2) for GEL / USD and ARIMA (1, 1, 2) - GEL / EUR have mini- 
mum AIC and BIC, and also have the minimum MSD. One or- 
der (d = 1) difference turned out sufficient to transform the 
initial non-stationary time series into stationary. It is impor- 
tant to note that these models respond quickly to changes 
and also doing relatively well in predicting the direction of 
currency exchange rates. As the results show, ARIMA has the 
advantage of medium term currency forecasting. However, 
we have to keep in mind the fact that ARIMA model is based 
on the assumption that there is a linear relationship between 
current and previous values. In the case of nonlinearity,ARI- 
MA approximation would not be desirable for accuracy and 
therefore inadequate. As it is well known, the likelihood of 
a linear process being nonlinear is likely not to be zero, so 
the linearity hypothesis of this dependence should be tested 
periodically and, if appropriate, linear models should be re- 
placed with nonlinear models(Khashei, M. , M. 2011). 
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SUMMARY 


This paper investigates the behavior of daily exchange 
rate of the Georgian Currency LARI (GEL) exchange rate 
against the USD and EUR. To forecast exchange rates there 
are numerous models, which tend from very simple to very 
complicated models for analysis of GEL/USD and GEL/EUR 
time series variable. The objective of this paper is to com- 
pare the performance of individual time series models for 
predicting exchange rates. We will investigate the application 
of following time series analysis models: moving average, ex- 
ponential smoothing, double exponential smoothing adjust- 
ed for trend, time-series decomposition models, and ARIMA 
class models. The forecasting ability of these models is sub- 
sequently assessed using the symmetric loss functions which 
are the Mean Absolute Percentage Error (MAPE), the Mean 
Absolute deviation (MAD), and the Mean Squared error /de- 
viation (MSE/MSD). In some cases, predicting the direction of 
exchange rate change may be valuable and profitable. Hence, 
it is reasonable to look at the frequency of the correct pre- 
dicted direction of change by used models, for short - FCPCD. 

An exchange rate represents the price of one currency 
in terms of another. It reflects the ratio at which one curren- 
cy can be exchanged with another currency. Exchange rates 
forecasting is a very important and challenging subject of fi- 
nance market, to determine optimal government policies as 
well as to make business decisions. This is important for all 
that firms which having their business spread over different 
countries or for that which raise funds in different currency. 
Business people mainly use exchange rates forecasting re- 
sults in following types of decisions like choice currency for 
invoicing, pricing transactions, borrowing and landing curren- 
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cy choice, and management of open currency positions. The 
forex market is made up of banks, commercial companies, 
central banks, investment management firms, hedge funds, 
and retail forex brokers and investors. Forecasting the short- 
run fluctuations and direction of change of the currency ex- 
change rates is important for all these participates. 

The main goal of this study is to forecast of future ex- 
change rate trends by using currency rates time-series, repre- 
senting past trends, patterns and waves. The monetary policy 
of the National Bank of Georgia since 2009 has been followed 
the inflation targeting regime, where exchange rate regime 
is floating - change of exchange rate is free. The official ex- 
change rate of the Georgian GEL against the USD is calculated 
each business day. The official exchange rate of GEL against 
USD is calculated as the average weighted exchange rate of 
the registered spot trades on the interbank market function- 
ing within the Bloomberg trade platform. Then, the official 
exchange rate of GEL against other foreign currencies is de- 
termined according to the rate on international markets on 
the basis of cross-currency exchange rates. 

All simple moving averages are lagging indicators and 
have tendency to be "behind" the price.Exponential mov- 
ing average reduces the lag in the SME. Predicted exchange 
rates do not tend to be lower or higher for some period than 
the real exchange rate. Although, despite this advantage and 
much better in accuracy measures, it falls far behind in recog- 
nizing change direction — FCPCD. As concerns ARIMA Models: 
All three selected models (ARIMA (2, 1, 2) for GEL / USD and 
ARIMA (1, 1, 2) - GEL / EUR have minimum AIC and BIC, and 
also have the minimum MSD. One order (d = 1) difference 
turned out sufficient to transform the initial non-stationary 
time series into stationary. 
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INTRODUCTION 


Humans are social beings and opinions of people around 
them has a significant impact on their decisions. Often, under 
scarcity of information, people observe the behavior of oth- 
ers and imitate them, that is, they resort to group behavior. 
Existing literature on the influence of a group suggests that a 
small number of individuals do indeed influence decisions of 
majority. This is evident from the process of spread of new 
technologies in agriculture, improved seeds and pesticides, 
dissemination of innovations, patterns of digital markets and 
spread of using new medicines among doctors. 

Mathematical models of graph theory are used for the 
analysis of economic or other relations. The use of graphs to 
study economic problems is a fairly new, albeit rapidly grow- 
ing direction in research. A particular network of connections 
is represented by nodes (individuals) and edges (connec- 
tions). For example, below is a graph that represents a net- 
work of peers’ connections at the university. These 10 nodes 
correspond to 10 students, and the 14 edges are for friend- 
ships between them. According to this network, student 1 
befriends 2 and 4, while student 3 befriends 2, 5, 6 and 9. It 
is possible to analyze public opinion formation, social train- 
ing, investor behavior and many other interesting issues with 
similar graphs. 





Figure 1. Network of friendly links between university peers. 


The influence of opinion leaders is especially important 
in the Internet age, when the dissemination of ideas is quite 
easy and accelerated. Social influencers, who are thought 
leaders, make up a small part of a society. To analyze their 
impact D. Watts and P. Dodds considered a model of public 
opinion formation with influencers as 10% of the total popu- 
lation (Watts & Dodds, 2007). As a result, they conclude that 
socially influential individuals are more difficult to find than 
the average person and it may even be more difficult to mo- 
bilize them. Another example where thought leaders can play 
an important role is the early adopters of any innovation or 
trend. Influential people can lead group behavior and dissem- 
inate some news to the public at large. 

This indicates that networking between people is very 
important in defining the role of thought leaders. If the av- 
erage number of individual connections is low, people can 
more easily be influenced and the role of opinion leaders is 
immense. Conversely, if the average number of individuals 
with connections is high, only individuals with lower than 
average connections may be influenced by opinion leaders 
(ibid). A network of connections is a group of individuals, 
families, friends, supporters, or those who have some form 
of communication with an individual within a certain social 
system (Valente, 1996). 

It is noteworthy that some scholars argue that large- 
scale changes in public opinion do not come from individuals 
with strong influence. These changes are largely caused by in- 
dividuals who are easily influenced by others and themselves 
easily influence other individuals. The era of the Internet has 
brought society closer together, making it easier for one part 
of it to influence other members. Yet paradoxically, society 
seems more fragmented than ever. The level of influence of 
opinion leaders through the Internet has increased signifi- 
cantly. That is why it is justified to analyze hyperinfluential 
individuals, who influence very large groups of people (Watts 
& Dodds, 2007). It is unexpected that hyperinfluential people 
on average are less likely to induce group behavior than those 
with weaker influence and even average influence. It seems 
that existence of early adopters at high variation in interper- 
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sonal relationships reduce the chance of emergence of group 
behavior. 

Observations on random networks allows for some in- 
teresting conclusions. However, people often do not associ- 
ate with others on the basis of randomness. Usually, when 
establishing relationships, people consider certain indicators 
such as social role (Merton, 1957), group attribution (Feld 
1981), homogeneity (McPherson et al., 2001) and others. All 
of this creates different internal structures in the network of 
connections. Consequently, each requires a different analysis. 

An important feature of a network is its density, which 
indicates the share of connections actually existing between 
potential connections that could exist and is highest when all 
possible connections are actually realized. The density of the 
connection network varies from O to 1 and is maximal when 
we have a full network (all individuals are connected to all 
others). In low-density conditions, the number of connec- 
tions is lower and information is disseminated more slowly 
among individuals (Jackson, 2011, pp. 511—585). 

There are several empirical and experimental studies 
that indicate that people use the threshold rules in social 
conditions. The threshold rule implies that there is a certain 
critical value (threshold) whereby people change behav- 
ior and below it they respond differently. H. Young showed 
(Young, 2006) that the massive shift to hybrid maize seeds 
by American farmers in the 1940s could only be explained by 
the threshold rule. In the laboratory experiment, where par- 
ticipants had to identify the majority of the 24-person group, 
they found that people used the threshold rule at a critical 
rate of % (Latané and L'Herrou, 1996). Research has shown 
that computer simulations across different networks give re- 
alistic results and with repeated interactions of individuals 
three fundamental phenomena emerge in networks: consol- 
idation, grouping, and sustained diversity. The consolidation 
refers to formation of the common choice among members, 
the grouping of the members means that individuals in the 
neighborhood of the network grow similar, resulting in a 
more homogeneous groups, and sustained diversity is kept 
by minority with the ability to keep different characteristics 
despite the influence from others. 

Imitation between firms leads to emergence of lead- 
ers. The bigger, more successful and prestigious a firm is, the 
more informed other firms think it is and they tend to repeat 
its behavior. The emergence of followers also depends on 
the level and number of links the leader has with other firms 
(Haveman, 1993). Having a central position in the network 
is important because closely connected firms are better in- 
formed. 

Imitative behavior may also be the cause of the "cluster- 
ing" of foreign direct investments. A leader entering a foreign 
market may be followed by followers who repeat the same 
behavior, ensuring that an approximate balance of compet- 
itive opportunities is maintained and that the followers do 
not lose competitiveness with the leader. Imitation is also ob- 
served when there is competition between firms in research 
and development. The first inventor of new technology can 
patent his invention, so one firm's rise in research and de- 
velopment costs is followed by competitors' similar behavior, 
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which results in excessive investment in a particular industry 
(Lieberman and Asaba, 2006). 

Updating information in an incomplete network is par- 
ticularly difficult, as agents are unaware of what information 
others possess and need to make a guess instead. A mathe- 
matical model of the network is useful for dealing with dif- 
ferent types of examples, such as analyzing civil unrest and 
protests. Short distance connections can be caused by the 
geographical characteristics of social dissatisfaction, and long 
distance connections can be explained by many different fac- 
tors (Braha, 2012). Especially interesting are the scale-free 
networks, in which degree (the number of connections with 
neighboring members) is exponentially distributed, indicating 
the existence of closely related individuals - hubs. This hap- 
pens in networks that are constantly growing with the addi- 
tion of new members, and new members are more inclined 
to associate with individuals who are already connected to 
many other individuals. Analyzing networks with such distri- 
butions helps to explain the phenomenon of diffusion and 
epidemic spread. 

The analysis of large networks is associated with great 
difficulty, which is why it is more appropriate to observe par- 
ticular cases. One example of such an analysis is that 1096 of 
the total population can change the behavior of the rest of 
the population if they never change their own opinion and 
stay firmly on it (Xie et al., 2011). The authors came to this 
conclusion by analyzing the complete graphs of a network (all 
individuals in the complete graph are related to all others). 
They also concluded by simulating a scale-free network of 
Erdós-Rényi random graphs that the degree of the system is 
the same as that of complete graphs but with a lower aver- 
age number of connections, the consensus time drops slightly 
faster. It is interesting to see whether similar results can be 
drawn from the analysis of individuals who are motivated by 
the utility level. 


HERD BEHAVIOR UNDER DIFFERENT 
NETWORK SYSTEMS 


Networks greatly influence various processes and their 
dissemination. For example, dissemination of innovation de- 
pends not only on how valuable the technology is to people, 
but also on what channels will be used to spread it and who 
will spread the information. In order to draw conclusions, it is 
advisable to compare different types of networks in terms of 
the prevalence of group behavior within them. In this regard, 
the present study deals with four types of networks: small 
world, one-hub (one central figure), multi-hub (many central 
figures) and two-component (two closely related groups with 
weak links between groups). 

Computer simulations of group behavior formation al- 
low for analysis of general patterns. The small-world random 
network is a simple base, the extension of which allows for 
deeper observations. Such a network could be a network of 
friends on Facebook, a network of college students or many 
others. They are characterized by a large component and 
short distances between any two individuals in the network 
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(Jackson, 2019, p. 50). Small-world random networks can be 
extended by introducing a closely related element into the 
network. The simplest network with closely related node is 
star network. In such a network, all individuals are connected 
through one central figure, and there are no direct connec- 
tions. The central figure, the so-called hub, plays a key role in 
disseminating information within the network. Internet net- 
works, connected though servers are such networks. 

A multi-hubbed unevenly connected network well de- 
scribes the characteristic of individuals that they often resort 
to preferential attachment - individuals (or organizations) 
that are more connected are more desirable than others. This 
feature is widespread among individuals and many situations 
are characterized by it (frequency of word use, distribution of 
city sizes, distribution of wealth, number of citations in sci- 
entific articles...). This means that nodes with multiple edg- 
es are more likely to acquire new ones, while less connected 
ones have less chance of making new connections. Such a 
relationship is often described by power law and is known as 
Zipp’s law (Jackson, 2011, pp. 525). Such relationship leads to 
the emergence of certain hubs or central figures that spread 
information to many individuals and may be thought as lead- 
ers or experts in a particular situation. In addition to favora- 
ble connectivity, such networks are characterized by freedom 
from scale effects, which is particularly useful for analyzing 
such networks. As for a two-component network, such a net- 
work is useful for analyzing a somewhat polarized society. In 
the case of the behavior of loyal customer groups on both 
sides of the duopoly market or the formation of two major 
political or other opinions, public behavior can be described 
in terms of such a network. 

Within this study, a random (small-world type), single- 
hub, multi-hub and two-component network of 150 individuals 
was selected for analysis. 

We have to define some variables to formalize the mod- 
el. The paper follows Jackson's notation (Jackson, 2011, pp. 
511—585). The network can be represented as a graph of N 
nodes with a finite number of members n. The graph, i.e., 
the network, is (N, g) pair where g is the nXn proximity ma- 
trix. gi; represents the relationship betweentand j. Rela- 
tionship can be of many kinds, but only gy € {0,1} type of 
relationships are considered within this work.A relationship 
between to individuals either exists (gi; = 1) or not 
(gi; = 0). Assume thatg;; = Omeaning that individuals 
don't have relationships with themselves. If i and j nodes 
are connected, their relationship belong to the graph ij € g 
and ij is called an edge or a connection.Sub-network(N', ളീ) 
is called a component if N'CN, g'Cg and there is a path from 
any node i € N'to any node j € N' in ഉ. Moreover, no node 
l € N that is not a part of the componenti ¢ N, has any 
connection to nodes within the component.In this regard, 
the two-component network mentioned above does not 
strictly follow the definition. It is more freely defined as 
there are couple of connections between two mostly sepa- 
rated components. 

The neighbourhood of nodeiis given byN;(g) = {jlij € 
g}, which is the set of all nodes that are connected toi. The 
degree of a node in a network is equal to the number of his 
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neighboursd;(g) = |N;(g)|. The average degree in a net- 

2. di(g) 
n 

with existing nodes in a network under preferential attach- 


ment is 


work is given by . The probability of forming a link 


_ di(g) 
ne dij d; (g) 


Unlike random networks, where every node has an 
equal chance of forming a link. 
The density of a network is given by 


. Xj dj (9g) 
D(g) = om 1) 


Some individuals are more central than others under 
preferential attachment and this type of random networks 
describe social connections better than other networks. 
Betweenness centrality describes how particular node plays 
a central role in the dissemination of information to other 
members of the network, or how important it is as a media- 
tor among others: 


ped గో క 


Bren വി 


Where o;; is the number of shortest paths between i 
andj, while o; ; (L) is the number of shortest paths between 
i and j that pass throughl. ngis the normalization coeffi- 
cient and ng = (n — 1)(n — 2), where l + i + j. If one of 
them is equal to / then ng = (n — 1)n (Mazalov and Chir- 
kova, 2019, pp. 117-120). 

The existence of networks with one or more central 
members in social relations is natural and there are numer- 
ous examples of such distributions. For example, the co- 
authoring network of mathematical scientific publications, 
which comprises 10 747 articles. There are 4 local stars in 
this network that are most closely associated with other 
mathematicians. Consequently, their centrality rates are 
also highest (ibid., pp. 155-161). 


SIMULATION RESULTS IN DIFFERENT NETWORKS 


The present study deals with the dissemination of a par- 
ticular product, innovation, opinion, norm, or a belief in 
small-world, single-hub, multi-hub, and two-component 
networks, and the analytical implications of disseminating 
the two opposing opinions through group behavior. The 
characteristics obtained by observing the simulations are 
summarized and the findings are presented. Thus, the study 
consists of two parts: simulations of the dissemination of 
one opinion and simulations of the dissemination of two 
opposing opinions in the network. In the case of a single 
opinion, simulations were performed from a randomly se- 
lected member, the most connected and the least con- 
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nected member. Connection density on the one hand is 
given by the quality of the agent in the network and on the 
other hand by its intermediate centrality. It was a matter of 
interest as to when a particular product or idea would reach 
full distribution in the network. 

The process of spreading group behavior is as follows: 
Every individual receives some signal s; about a binary deci- 
sion. Action set is given by (a, b}. Individuals make the first 
decision based on their signals because they have no other 
information. According to the prior belief, both alternatives 
can be optimal with equal probabilities. In the next step, 
every individual looks at the decisions of those in his or her 
neighborhood and updates his or her belief by the Bayes 


rule - Pr(w = 1|s; He Ni(g)) = BE S 


where we{0,1} is an even that an optimal choice is a (when 
w = 0) or b (when w = 1). Hiis history of strategies chosen 
by individuals in the past and N;(g) is the neighbourhood of 
i within the network g. If the optimal action is changed af- 
ter belief updating (if the probability exceeds 0.5), individu- 
als will switch their choice. Otherwise they will keep their 
old action. On the next step they observe others' actions 
again and decide whether to change own action or not and 
so on. After some stages, a stable point is reached where no 
one is willing to change his decision after observing the 
choice of neighbors in the network. The study compares the 
times needed to reach stability in different types of net- 
works. 


A. DIFFUSION OF AN OPINION WITHIN A NETWORK 


Simulations have shown that the speed of propagation 
of a belief varies according to who is the source of this 
process. However, the difference is not big within a small 
world network. As it turns out, full distribution occurs in at 
least 4 and a maximum of 20 periods, and the average time 
of full distribution varies from 6.5 to 8.6, depending on 
whether the most connected member is the source or the 
least connected one. In the non-random propagation simu- 


lations, the members were selected based on the number 
of their connections, i.e. the highest and the lowest degree 
according to d;(g). On the other hand, considering the 
betweenness centrality of Cp(l) calculated for each mem- 
ber, the individuals with the highest and lowest values were 
chosen. 

The result is quite different if there is one central figure. 
In this case, the full spread occurs at a minimum of 10 and a 
maximum of 206 periods and the average time of full spread 
varies from 20.5 to 36. This means that the presence of one 
central figure prevents information from spreading across the 
network, as there is preferential attachment and some mem- 
bers can only acquire one connection. If there are several 
central figures, the full spread occurs in at least 3 and a maxi- 
mum of 122 periods and the average time of full spread varies 
from 3.9 to 14.9. In a two-component network, full adoption 
occurs quite rapidly - at least 5 and up to 36 periods, and the 
average time of full adoption varies from 9 to 13.3. Although 
the connection between components is almost non-existent, 
a small number of existing links play a critical role in rapidly 
disseminating a behavior. 


B. CONFRONTATION OF TWO OPPOSING OPINIONS 
WITHIN A NETWORK 


It is interesting to see how often one view overcomes 
another or whether their stable coexistence is possible when 
two opposing opinions are being spread in a network. It can 
be observed, for example, in the diffusion of alternative inno- 
vations, when only one of them can be established (e.g. mag- 
netic video and digital tapes) or in the spread of influence of 
two opposing political forces. The results of the simulations 
below provide some insight into these issues. 

Random network simulations have shown that in case 
of two opposing norms, full spread occurs in at least 4 and 
maximum 15 periods and the mean time of full spread var- 
ies from 7 to 7.6, depending on whether two randomly se- 
lected members have opposing views or two members with 
unequal positions, one of which is more connected, rather 
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Figure 2. Results of simulations in small world networks when propagation starts from a) random 
member; b) most connected member; c) least connected member 
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a) Random 


Figure 3. Results of 
simulations in small world 
random network, when to 
opposing views are being 
spread from a) randomly 
chosen members; b) the 
most and the least con- 
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than the other. In 36.6796 of the symmetrical cases one of 
the opinions was completely dominated, while in the other 
cases both views were maintained at different ratios. When 
one member was more connected than the other, complete 
dominance occurred in 42.1996 of the cases. 

In the case of two opposing norms in a single network, 
full adoption occurs at a minimum of 8 and a maximum of 
96 periods, and the average adoption time varies from 20 to 
25.6. Such extreme variability in the time of full adoption of 
a norm is due to difficulty of covering large masses when dis- 
seminating from the highly connected members of the net- 
work. Moreover, in 32.8896 of the symmetrical cases one of 
the opinions was completely dominated, while in the remain- 
ing cases both were maintained at different adoption levels. 
When one opinion was spread from better connected mem- 
ber than the other, complete adoption occurred in only 1.1596 
of cases. This is due to the specificity of one-hub network. In 
this case, some peripheral members never adopt widely ac- 
cepted opinions. Full adoption happens in multi-hub network 
over a period of 3 to 57 periods and the average time of full 
adoption ranges from 3.9 to 7.1. In 85.5996 of the symmetrical 
cases one of the opinions was completely dominated, while 
in the asymmetric cases the complete adoption occurred in 
53.9896 of the cases. In a two-component network, full diffu- 
sion occurs in a minimum of 5 and a maximum of 20 periods 
and the average time of full adoption varies between 9.8 and 
10. In 34.1496 of the symmetrical cases one of the views was 
completely dominated, while in the asymmetric cases it was 
only 2.8896. 

It is evident from the simulations that the position of 
the individual in the network is important to determine his 
or her impact on community or a particular group. It is no 
less important to know what type of network is best suited 
to represent a society and what the permeability of different 
norms, innovations or representations is within it. A central 
position of a member gives him a greater chance of dissem- 
ination of an opinion in the group but does not rule out the 
delay or failure of the process. In some cases the opinion of a 
less connected individual may be more successfully dissemi- 
nated and established. 

Group behavior spreads more rapidly in a random net- 
work than in a network characteristic of a special society on av- 
erage. But multi-hub network has the potential for the fastest 
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spread (although information disseminates faster in a random 
network on average). Group behavior is slow to spread in a 
single-hub network, as some individuals are very weakly con- 
nected to other areas of the network. An opinion spread in the 
neighbourhood of the central figure will soon reach all mem- 
bers of around him or her but it will take a long time to reach 
far ends of the network. The two-component network in this 
regard maintains a balance between the speed of distribution 
and the area of distribution. There is least variation between 
adoption times in a two-component network (not considering 
the small-world random network). The high variation in sin- 
gle-hub and multi-hub networks indicates that it is advisable to 
consider more specific situations for accurate results. 

The computation of betweenness centrality indices re- 
vealed that the random network characterized with the low- 
est betweenness centrality coefficients from 0.002 to 0.051, 
while the one-hub network is naturally the highest - from O 
to 0.688. 


Adoption Time 


160 
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——N=50 
10 
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Figure 4. Adoption times in multi-hub networks of dif- 
ferent sizes. 


Figure 4 compares adoption times within multi-hub net- 
works of different size and it is clear that adoption happens at 
the same speed most of the time regardless of the network 
size. In case of N=150 adoption is fastest and it takes only 5 
periods. When two opposing opinions are being spread, the 
process reaches stability at different speeds. The next figure 
summarizes the results. When one of the opinions is domi- 
nated by the other, it takes similar time periods for all sizes 
of multi-hub networks but in this case the medium-sized one 
takes the longest to reach stability, while the network with 
150 members stabilizes the fastest. 
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It will be interesting for the future research to study 
adoption of group behavior from not one but multiple sourc- 
es. Also, observing the distribution of group behavior across 
different network types, taking into account different model 
types and comparing the actual data with the given model. 


CONCLUSION 


The present paper analyzes patterns of information flow 
across different types of networks and compares the condi- 
tions for the emergence of group behavior. Simulations were 
carried out on 4 types of networks of 150 members - small- 
group, single-hub, multi-hub and two-component networks. 
According to the results, group behavior, innovation, opin- 
ion or norms can be spread within the network at different 
speeds. 

In small world, full adoption occurs in 4-20 periods and 
the average time of full adoption is 6.5-8.6. In non-random 
propagation simulations, the highest and lowest degrees 
were selected according to the degree of dig. On the other 
hand, considering the betweenness centrality of CBI calcu- 
lated for each member, the individuals with the highest and 
lowest values were chosen. In the case of a single-hub net- 
work, full adoption can happen very quickly or very slowly. 
The existence of one central figure prevents the spread of in- 


formation across the network from the effect of preferential 
attachment and some members can only acquire a single link. 
If there are several central figures, the full spread is, on aver- 
age, the fastest. It only takes 3.9-14.9 periods. 

The study of the diffusion of two opposing views is 
interesting when dissemination of alternative innovations 
or spread of influence of two opposing political forces are 
studied. Conducted simulations show that in the case of two 
opposing norms, full propagation occurs most quickly within 
a multi-hub network with only 3.9-7.1 periods required on 
average and it is slowest in a single-hub network with 20-25.6 
periods. The complete dominance of one of the opinions is 
highest in multi-hub network, where it occurs in 85.59% of 
symmetric cases and in 53.98% of asymmetric cases. 

It is evident from the simulations that the position of 
the individual in the network is important to determine his 
or her the impact on a community or a particular group. It is 
no less important to determine the type of a network and the 
permeability of different norms, innovations or representa- 
tions within. A central position gives a member a greater 
power in disseminating an opinion, but does not rule out 
delay or failure of the process. In some cases, opinion of a 
less connected individual may be more successfully dissemi- 
nated and established. The size of a single-hub or multi-hub 
networks does not drastically change adoption times but can 
still have a small impact. 
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SUMMARY 


This paper aims to compare spread of an opinion, norm, 
innovation or a belief in different types of networks. For this 
purpose, different network metrics are discussed and results 
of network model are summarized based on simulations. 
Norms may spread from a single source or multiple sources 
and these issues require separate analysis. 

Networks play an important role in decisions that peo- 
ple make. They determine what information someone will re- 
ceive and how will he act within this limited information. As 
it turns out, small number of people can influence decisions 
of majority. These can be consumption decision, decisions 
about adopting new technologies, innovations, medical prac- 
tice, social norms and so on. Mathematical models of net- 
works help us understand how these processes propagate. 
There are different types of networks that can emerge within 
a society or some group and there are characteristics that can 
describe roles of group members in spreading some idea or 
innovation. 

Networks can be of many kinds but human networks 
tend to have common characteristics. Therefore, current 
work focuses on 4 types of networks - small world, single-hub 
(one central figure), multi-hub (many central figures) and 
two-component. Small world random networks are observed 
in different situations and they can be used to describe some 
human interaction networks. Many networks are described 
by power law distributions, where new members of a net- 
work have a preferential attachment and link to other high- 
ly connected members. Single-hub and multi-hub networks 
describe such situations. Two-component network is used to 
describe polarized groups that have opposing views and are 
competing with each other. This could be political parties or 
competing firms. 

The present paper analyzes patterns of information flow 
across different types of networks and compares the condi- 
tions for the emergence of group behavior. Contribution of 
this work is the simulation results that show how different 
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networks exhibit varying outcomes and propagate opinions 
differently. 

Simulations on small world, single-hub, multi-hub and 
two-component networks with 150 members show that net- 
work types matter in terms of how fast can group behavior 
spread within a network. The process of spreading group be- 
havior is as follows: Every individual receives some signal si 
about a binary decision. Individuals make the first decision 
based on their signals because they have no other informa- 
tion. In the next step, every individual looks at the decisions 
of those in his or her neighborhood and updates his or her 
belief by the Bayes rule. On the next step they observe oth- 
ers’ actions again and decide whether to change own action 
or not and so on. After some stages, a stable point is reached 
where no one is willing to change his decision anymore. The 
study compares the times needed to reach stability in differ- 
ent types of networks. 

Simulations have shown that the speed of propagation 
of a belief varies according to who is the source of this pro- 
cess. However, the difference is not big within a small world 
network. As it turns out, full distribution occurs in at least 4 
and a maximum of 20 periods, and the average time of full 
distribution varies from 6.5 to 8.6, depending on whether the 
most connected member is the source or the least connected 
one. The result is quite different if there is one central figure. 
The presence of one central figure prevents information from 
spreading across the network, as there is preferential attach- 
ment and some members can only acquire one connection. If 
there are several central figures, the full spread occurs rela- 
tively faster. In a two-component network, full adoption oc- 
curs quite rapidly. Although the connection between compo- 
nents is almost non-existent, a small number of existing links 
play a critical role in rapidly disseminating a behavior. 

Group behavior spreads more rapidly in a random net- 
work than in a network characteristic of a special society on 
average. But multi-hub network has the potential for the fast- 
est spread (although information disseminates faster in a ran- 
dom network on average). Group behavior is slow to spread 


in a single-hub network, as some individuals are very weakly 
connected to other areas of the network. An opinion spread 
in the neighbourhood of the central figure will soon reach all 
members of around him or her but it will take a long time to 
reach far ends of the network. The two-component network 
in this regard maintains a balance between the speed of dis- 
tribution and the area of distribution. There is least variation 
between adoption times in a two-component network (not 
considering the small-world random network). The high var- 
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iation in single-hub and multi-hub networks indicates that it 
is advisable to consider more specific situations for accurate 
results. 

Comparison of adoption times within multi-hub net- 
works of different size shows that adoption happens at the 
same speed most of the time regardless of the network size. 
When two opposing opinions are being spread and one of 
the opinions is dominated by the other, it takes similar time 
periods for all sizes of multi-hub networks. 
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INTRODUCTION 


In the literature in the field of economic sciences (in- 
cluding defense economics) one can find examples of the 
restructuring of armed forces (military bases/units), arms in- 
dustry and related research and development units and their 
consequences for the community on the micro, meso and 
macroeconomic scales, from the United States of America, 
the Federal Republic of Germany, Sweden, the Great Britain, 
France, Central and Eastern Europe (Intriligator 2001, p. 345- 
347, Myrttinen 2003). 

The process of transforming the armed forces in individ- 
ual countries made itself felt at the end of the 1980s, in par- 
ticular after the end of the Cold War (Markusen, Oden 1994, 
p. 4). The consequences of the transformations varied de- 
pending on: the strength and nature of the links between the 
armed forces and the local and regional community, develop- 
ment conditions in particular parts of the country (Myrttinen 
2003, p. 12-13), as well as the scale of reduction of defense 
spending. Referring to the effects of lowering these expen- 
ditures, it is worth emphasizing that the concentration of 
military activity in selected locations (Cunnigham, Klemmer 
1995, p. 33) and the related concentration of military expen- 
ditures (as opposed to other types of public spending) may 
have a greater impact on the local and regional economy than 
on the national one. Depending on the connections of op- 
erational subsystems elements and support, as well as their 
distribution in space, expenditure reduction is also felt by the 
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cities where the sub-suppliers are located, like military-in- 
dustrial complex in the USA — cooperation of major suppliers 
with the government and smaller sub-suppliers; and services 
for the army from companies located throughout the country 
(Stankiewicz 1999, p. 27; Sirko, Piotrowska-Trybull 2013, p. 
141-144). 

As a result of the restructuring of the army after 1990 
in the countries of Central and Eastern Europe, including 
Poland, some problems occurred, among others connected 
with: establishing land ownership, finding an investor inter- 
ested in development of former military bases, environmen- 
tal pollution in the areas of former military bases, lack of lo- 
cal adaptation capacities in local governments, as well as the 
problems of population dislocations. 


1. THE POSSIBLE IMPACTS OF MILITARY BASE 
CLOSURES AND ALIGNMENTS 


The following areas are indicated in the literature show- 
ing the effects of the liquidation of the army for the territorial 
unit: 

- demography — population decline, decrease in popula- 
tion growth, population migration; 

- labor market - employment decline, increase in unem- 
ployment, need for retraining; 

- income situation — lowering the level of remuneration, 
including among those that cooperated with the liquidated 
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entity, lowering the purchasing power of the population and 
reducing consumption, increased demand for social assis- 
tance; 

- economy — changes in the economic structure, reduc- 
tion in the size of the local tax base; 

- public services — reduction of the number of recipients 
(schools, health centers, cultural institutions), sometimes 
also liquidation of branches due to too high costs of their 
maintenance in relation to the number of recipients; 

- real estate market — surplus of housing supply in rela- 
tion to demand, lowering property prices, worse financial sit- 
uation of borrowers, increase in the number of vacant space. 

The liquidation of military units from the point of view 
of the real estate market gives diverse possibilities of using 
post-military property for civil purposes, depending on its 
type, technical condition and location (see tab. 1). 


Table 1. Examples of use of post-military assets as 
experienced in the Federal Republic of Germany after the 
departure of American troops 


























Type of land u 
ടി The use of postimilitary property 
and related difficulties 
estate 
Apartments, schools, administrative buildings 
Military | There are difficulties in attracting investors and using 
barracks the space associated with warehouses and sports 
facilities 
Staff Flats 
apartments| The limitation is the cost of housing adaptation to 
and flats current market standards 
Training | For training purposes of the army. Parks, reservations 
grounds | There are restrictions on the use due to unexploded 
and training ordnance, surface pollution, rare plant and animal 
facilities species 
Maintaining the previous function — handling 
passenger and freight traffic, as well as dividing the 
area into smaller plots. 
Airports Sometimes there is no need to maintain the airport 
due to: costs, other developed branches of transport 
(railway), resistance of inhabitants concerned about 
noise, pollution 
Facilities for | , " - 
, Production or repairs, civil applications. 
the repair | |... ,. , 
നില്‌ Dicuss oF conversion of production and services to 
civilian purposes due to dated assets 
equipment 
Historical objects. 
Arsenals High costs of transforming these objects, as well as 
removal of pollution 
Recreational Hotels, bowling alleys, gyms. 
areas and |Diversified interest of investors in facilities in cities and 
facilities in rural areas. Necessity to retrofit facilities 








Source: Cunnigham, Klemmer 1995, p. 36-41. 


From the perspective of local authorities, the possibility 
of using post-military assets may be an opportunity to change 


GLOBALIZATION AND BUSINESS 68, 2019 





directions and increase the dynamics of development, which 
in previous periods could not be implemented due to: limited 
supply of land, high prices of plots, lack of land for investors 
and housing purposes, etc. 

It should be also noted that the negative consequences 
of liquidation of a military unit exceed the capacity of local 
authorities. For this reason, as a rule, regional and central 
authorities, and in the case of EU Member States, also EU 
funds available under the cohesion policy aim at the improve- 
ment of the socio-economic situation in such locations. One 
of such EU initiatives was KONVER Programme - a follow-up 
to expenditures in 1991 and 1992 under the budget item for 
Perifra, a scheme instituted by the EU Parliament to finance 
pilot projects designed, among other things, to assist in the 
conversion of regions whose economies depend on defense 
industries and military bases. The Commission decided to 
launch KONVER in 1993 because the situation in some areas 
affected by declining activity in the defense sector was wors- 
ening (The European Commission Press Release 1993). Appli- 
cations for assistance in 1993 accounted of the split of funds 
between the European Regional Development Fund (ERDF - 
ECU 85 million) and the European Social Fund (ESF - ECU 45 
million). In principle major infrastructure works and purchas- 
es of land were not to be eligible but it was designed to help 
to partially finance a wide range of measures in the following 
fields (The European Commission Press Release 6/4/1993): 

- basic/advanced training for new jobs and qualifica- 
tions, as well as employment subsidies; 

- diversification of economic structures within a region, 
in particular by assisting the development of small and medi- 
um-sized businesses; 

- improvements to the business environment and the 
services available to businesses, including financial services; 

- promotion of innovation, application of know-how and 
technology transfers; 

- conversion of sites previously used by the armed forc- 
es and development of new activities on these sites; 

- restoration of the environment and rehabilitation of 
land previously used by the armed forces, especially dealing 
with past pollution damage; 

- feasibility studies and models for conversion projects; 

- cooperation, including exchanges of experience, be- 
tween the different areas affected. 

The new Lander of Germany were already eligible in 
1993 for the assistance provided under KONVER. According 
to Operational Programme for Germany the aim was to fa- 
cilitate the vocational reconversion of workers who lost their 
jobs due to reductions of the armed forces or to reduce ac- 
tivities of the armament industries. The ESF contribution in 
1993 only was ECU 13.22 million allowing the retraining of 
3,250 persons and the granting of recruitment and start-up 
aids for 1,200 jobs. The main beneficiaries were likely to be 
civilian employees made redundant by the allied forces or 
the German army (The European Commission Press Release 
11/10/1993). KONVER was transformed into an annual pro- 
gram included in the Structural Funds budget 1994-1999 
(over ECU 500 million), more than 40% was received by Ger- 
many (Guay 1998, p. 60). 
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2. EFFECTS OF LIQUIDATION OF MILITARY 
UNITS IN POLAND AFTER 1990 
ACCORDING TO OWN RESEARCH 


In Poland, in 1990, military units were deployed in 256 
garrisons. In subsequent years, as a result of the restructuring 
of the armed forces, the number of garrison was reduced, as 
a result of which the number of garrison was limited to just 
over 100. 

In a Survey conducted among 33 representatives of local 
government from the area, where the army was withdrawn, 
among others, the answer to the question of what negative 
effects of the liquidation of the unit were met by represen- 
tatives of local authorities and how the areas and post-mili- 
tary sites in the communes are or will be used. Respondents 
assessing the liquidation of a military unit in their commune 
mostly assessed it “definitely negative” (39.4%) and “rather 


negative” (33.3%), while the answer “neither positively, nor 
negatively” was given by only 18.2% of them. The fields in 
which local governments most strongly felt the negative ef- 
fects of the liquidation of the military units were the labor 
market (rising unemployment, falling employment), real es- 
tate market (property destruction), income situation (income 
reduction) and demography (population migration). In the 
context of a noticeable destruction of post-military proper- 
ty, the problem was the prolonged procedures of its sale, ex- 
change, preventing the use of buildings and land for develop- 
ment purposes. In the short term, the negative effects of the 
liquidation of the army in the commune prevailed, while in 
a long-term the situation improved due to the development 
of post-military areas for production, housing and public util- 
ity purposes. The table below presents the situation in 10 
communes that faced the effects of the restructuring of the 
armed forces in their area (see tab. 2). 


Table 2. Examples of using post-military property in selected communes 









































Commune Type of object, post-military area Ways of using military property 
" The Szczecin-Goleniów International Airport located 33 km north-east of the center of Szczecin at the 
- Post-military airport with ey : ae 
Goleniów | national road No. 6 (Goleniow - Gdynia). Its range covers over 1.6 million inhabitants. In recent years, a 
infrastructure . | . 
new air traffic control tower and terminal have been built 
Destination of the area for the needs of housing, restoration of historic buildings. Modernization and 
, Grounds and post-military l ന . . 
Grajewo buildings improvement of technical infrastructure. Some buildings were adapted for: vocational school, fire station, 
క్‌ police headquarters 
Cubin Grounds and post-military The buildings were adapted for: a day care center for pensioners, communal and social housing, detention 
buildings center. In addition, the Catholic Association operates in the barracks building 
, , Execution of demolition of post-military buildings, arrangement of the area in the Międzyzdroje Forest 
Międzyzdroje Barracks, bunkers , a : - ట్‌ . se J 
District. One of the bunkers developed into a museum 
ത്ത Military barracks, Some of the buildings have been renovated and handed over to schools. The rest are adapted for housing 
a8 training blocks (14 ha) and municipal institutions (ice rink, indoor swimming pool) 

In the post-military area, a museum center was created for exhibits of military technology, in which 
military equipment and vehicles are presented. In hangars, in which anti-aircraft missiles were stored 
and armed, on the surface of approx. ന്‌, the most valuable military equipment was collected. Since 

Nasielsk Grounds and post-military 2010, International Meetings Oldtimer Militaris have been held here, during which there is an exchange 
buildings (9 ha) of military items. The Foundation for Environmental Protection also operates in this area. It deals with 
the protection of the environment and raising funds, cooperates with defense formations, supports state 
and local government institutions in the event of natural disasters and catastrophes as well as performs 
exercises in this area 
Part of the airport grounds is used by the aero club, the rest can be used for civil aviation purposes. In 
the area of the airport a few institutions were located, such as a college of the university, provincial traffic 
ടിയി center. In the barracks, vocational school was also located. 
d á i : Some of the buildings are used for the housing purposes. In addition, the land is used for economic 
Pita compound shooting centre, etc. . | | 
(650 ha) purposes, including commercial and service purposes. 
The district court is located in the buildings and itis planned to extend and modernize the facilities and 
the area of the Caritas Charity and Care Center. It is planned to build a tactical hall and modernize the 
shooting facilities, also for the needs of the police school 
Post-military real estate (didactic buildings, administration, boarding school, canteen, training workshop, 
"m library, clinic, carpentry workshop) adapted by the Center for Education and Upbringing performin 
Pleszew Post-military grounds (10 ha) ? . | A p) E y E la P i 
educational, socialization tasks in relation to neglected youth and employment tasks in relation to 
unemployed youth. In addition, a company was created to manage sports facilities 
In the 1990s, Special Economic Zone was established within area and grounds for single-family housing 
" were earmarked. In the barracks there are currently: a parking lot, student houses of Collegium 
Stubice Military compound | : , | , | ; 
Polonicum, a sports hall, poviat labor office, high school, city hall, district prosecutor’s office, housing 
estates 
Barracks (also kitchen and Some of the barracks and administrative buildings, including the gym, were transferred to the needs of 
canteen, stables, bunkers) of the Higher Vocational School. 
Watcz p l നി | | . 
a former military unit, Wojska Other facilities have been given service functions so far (wholesalers, transport services, car wash and 
Polskiego Street vulcanization). 








Source: own elaboration based on local authorities’ websites, local strategies and revitalization plans. 
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3. LOCAL REVITALIZATION PROGRAMS IN POLAND 
AS INSTRUMENTS OF LOCAL DEVELOPMENT AND 
RESTRUCTURING 


In the early 2000s, revitalization was defined as: a se- 
quence of planned activities aimed at economic recovery and 
a change in the spatial and functional structure of degraded 
areas of the city, very often connected with post-military ar- 
eas (Kaczmarek 2001, p. 16). According to laws applicable in 
Poland today, especially Act on Revitalization from 2015 (Act 
2015, art. 1.2), revitalization is a process of deriving degraded 
areas from the crisis (so-called recessionary state) that should 
be run in a complex manner and territorially concentrated, 
through integrated activities undertaken for the local com- 
munity, space and economy. What must be stressed here is 
that degraded areas are no longer understood as areas that 
need renewal of public places or infrastructure, but are des- 
ignated as such due to the concentration of negative social 
phenomena (in particular unemployment, poverty, crime, 
low education or social capital, as well as insufficient partic- 
ipation in public and cultural life), accompanied by at least 
one out of the following spheres: economic, environmental, 
spatial-functional and/or technical. The negative occurrences 
in spatial-functional sphere include, in particular, presence of 
degraded and unused post-military areas and facilities. Plan- 
ning of all revitalization undertakings should be preceded not 
only by the designation of the areas with high concentration 
of negative phenomena as well as its local potentials (Jad- 
ach-Sepioto 2016, p. 74). 

All undertakings aimed at counteracting the concentra- 
tion of problems in the degraded area should be based on 
the communal revitalization program and carried out by local 
stakeholders. Preparation, coordination and creation of con- 
ditions for conducting revitalization, as well as its manage- 
ment is a task of local self-governments of communes (Act 
2015, art. 3.1). Revitalization should show the way that prob- 
lems can be solved or reduced; therefore it is a tool for com- 
munity development. First stage of preparation is conducting 
diagnosis of a state of the commune taking into account so- 
cial sphere and accompanying problems. Local (communal) 
revitalization program is a document prepared for the area 
of revitalization, which: may cover all or part of the degraded 
area in the commune, it must be characterized by a special 
concentration of negative phenomena relevant for the de- 
graded area, due to its importance for local development, it 
will be an area where the commune will conduct revitaliza- 
tion. Such area cannot be larger than 2096 of the commune's 
area and inhabited by more than 30% of the population of 
the commune, but it may be divided into sub-areas, includ- 
ing sub-areas without common boundaries, and non-popu- 
lated post-industrial areas, including post-military grounds, 
where negative phenomena occurred (Act 2015, art. 10). As 
previously stated, the prerequisite is that the actions to carry 
out in these areas contribute to counteracting negative so- 
cial phenomena, in case of post-military areas followed by 
negative occurrences from spatial-functional sphere. Revital- 
ization program consists of 14 parts, the most crucial ones 
include (Act 2015, art. 14): revitalization vision, goals and cor- 
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responding directions; description of activities aimed at elim- 
inating or reducing negative phenomena, including in partic- 
ular a list of planned revitalization projects, stating for each 
project: name and indication of entities implementing, scope 
of performed tasks, location, estimated value, forecasted re- 
sults along with the method of their evaluation in relation to 
the purposes of revitalization; estimated financial framework 
of the municipal revitalization program along with an esti- 
mate of financial resources from public and private sources. 

As the majority of stakeholders implementing revitaliza- 
tion projects under the current EU financial perspective are 
looking for co-financing of these activities from funds avail- 
able under the EU operational programs, it is necessary to 
take into account the laws connected with the EU cohesion 
policy realization, including the Guidelines issued by the 
Minister of Development in order to unify the conditions 
and procedures for implementing operational programs for 
2014-2020 in the scope of projects realizing revitalization 
goals and processes. Above all, the idea of integrated proj- 
ects should be mentioned. There are at least two projects re- 
lated to each other thematically as part of a common goal to 
be achieved thanks to their implementation, the selection of 
which, for co-financing or implementation, is coordinated by 
the relevant institutions. Coordination consists in particular 
in defining the mutual relations between projects in terms of 
the conditions of their selection and evaluation or the provi- 
sions of agreements on co-financing of a project or decision 
on co-financing a project (Act 2014, art. 32.2). In practice, 
the necessity to implement integrated projects means that 
an infrastructure project can be financed from the European 
Regional Development Fund only under the condition of im- 
plementing a social project precisely related to it, for exam- 
ple, the renovation of a damaged building must constitute an 
adaptation to specific social goals (to serve as a location for 
an institution implementing projects serving the purpose of 
leveling out diagnosed social problems). It is not allowed to 
plan and implement only selective investments, focused sole- 
ly on the rapid effect of improving the aesthetics of space, 
aimed purely at renovation or modernization activities, which 
do not result in structural (social, economic etc.) changes in 
the area of revitalization. The laws also stress the need for 
the delivery of meaningful social participation in the revital- 
ization process. 

As it was mentioned above revitalization plan is current- 
ly a kind of estimate for the use of EU funds for the develop- 
ment of problem areas in communes, but funds for the imple- 
mentation of revitalization projects, like other development 
projects, can come from various sources. The main source 
of financing are public funds. They include both financial in- 
struments created by local authorities (e.g. local taxes, loans, 
bonds, etc.) and external instruments (national programs, 
e.g. for protection of monuments, building health, education- 
al infrastructure, vocational retraining etc.). Another category 
are private sources, the acquisition of which involves the in- 
volvement of public authorities in creating a climate to invest, 
creating cooperation between the private and public sectors 
(including partnerships). Since Poland's accession to the EU, 
funding for projects has been provided through repayable 
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measures (such as the JESSICA) and non-repayable EU funds 
(funds available under national and — above all — regional op- 
erational programs). Today, some of these funds are available 
only for the implementation of revitalization projects and the 
basis for their granting is, among others, the inclusion of the 
project in the local revitalization program prepared according 
to given guidelines and accepted by the institution managing 
the EU funds. 


4. CASE STUDIES 


Dislocations of military units in the period after system 
transformation took place at different times, hence the level 
of advancement of efforts to eliminate their effects and ad- 
aptation of areas to civilian targets is at various levels of ad- 
vancement in individual communes and communes. There- 
fore, there are no planned actions to eliminate problems 
caused by dislocation or adaptation of former military sites 
in the current revitalization programs concerning some of 
the communes analyzed above (Goleniów, Grajewo, Gubin, 
Stubice), while, based on the analysis of the programs that 
were in force for quite recently (2007-2013), these activities 
were very important and intensified. In some programs one 
can find just some references to the presence of the army in 
the commune in the past, for example in Nasielsk among the 
local stakeholders and important entities of the NGO sphere 
there is an association of former soldiers. 

In the half of the analyzed cases, in current revitalization 
programs, however, it is still possible to find activities related 
to the management of post-military property and the elimi- 
nation of social or economic problems related to the disloca- 
tion of a military unit. Activities associated with these goals 
have a different role in these documents. In some, they are 
relatively small compared to all activities aimed at revitaliza- 
tion of problem areas (Mragowo), however, there are cases 
where their importance is crucial for the implementation of a 
vision of development of a given degraded area (Pita, Watcz). 

The first group includes programs drawn up for com- 
munes Miedzyzdroje, Pleszew and Mragowo, where projects 
connected with adaptation of the post-military buildings for 
the purposes aimed at creating new infrastructure and elim- 
inating social (like dependence on social assistance) and eco- 
nomic problems (like creating new jobs, e.g. in tourism) were 
designed. The idea of integrated projects can be illustrated 
here based on the example of a project entitled "Reconstruc- 
tion and adaptation of the historic weapon storage, located 
in the former post-military area, for the Local Activity Cen- 
ter" included in Local Revitalization Program for the Town 
Mragowo from 2016, developed to identify and plan priority 
revitalization projects for 2016-2023 (Mragowo 2016, p. 4). 
With almost 22 thousand inhabitants, the town of Mragowo 
is located in the north-western part of Poland. The town is 
a popular tourist and recreational center in Masuria, the so- 
called Polish land of a thousand lakes (there are three large 
lakes in the city) and is known mainly for the annual Picnic 
Country organized since 1982. Since 1955 the 9th Training 
Center for Communication Professionals has operated here. 
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In 2002, military unit in Mrągowo was disbanded, only the 
Military Training and Conditioning Center remained until to- 
day. Previous revitalization programs implemented by the 
commune resulted in the revitalization of the former military 
unit areas in 90% (some of the buildings have been adapted 
for economic activity, private apartments, 122 municipal and 
social dwellings were prepared). The area of revitalization 
was determined using index analysis. One of the significant 
problems in the social sohere was the diagnosed large num- 
ber of people addicted to social assistance benefits. Also the 
share of long-term unemployed among persons of working 
age was relatively larger in this area than recorded for the 
whole commune. Indicators related to crime and alcoholism 
were at a worse level as well. As for the infrastructure sphere, 
this area is characterized by an above-average share of old 
and devastated buildings. The building of the weapon ware- 
house (Kopernika Street) is one of two buildings of former 
military unit that have not been revitalized, the area is un- 
developed and unused, the building itself is in poor technical 
condition. The goal of the project is to strengthen local activ- 
ity and create appropriate conditions for its integrated devel- 
opment, giving degraded sites new functions. The project will 
be managed by commune. The Local Activity Center will be 
an institution whose activity will serve for: a) development 
of comprehensive support programs addressed to marginal- 
ized, disadvantaged people living in the area, b) implementa- 
tion of innovations in the field of self-organization, self-help 
and social activity of residents, including the development of 
volunteering and social entrepreneurship, c) improvement 
of intersectoral cooperation — institutions, organizations and 
other entities — for integrated revitalization projects. The list 
of activities to be undertaken in the Centre was designed. To 
make possible its realization three floors of the building will 
be renewed. On the ground floor, a multifunctional hall will 
be created, equipped with multimedia and conference equip- 
ment, enabling the organization of meetings, exhibitions, 
concerts, workshops, screenings and film projections, as well 
as allowing to conduct various thematic activities dedicated 
to the disabled, elderly people, children and parents, young 
people and other social groups. At the level of the first floor, 
there will be facilities for non-governmental organizations: of- 
fice rooms, a workshop and a mini-conference room. On the 
second floor youth activity space is planned. In addition, ac- 
commodation space will be created in the attic, which, thanks 
to interior design, can also be used as a place for individual 
conversations and meetings in small groups (Mragowo 2016, 
p. 103). The project improving the conditions for living and 
recreation of residents, as well as serving the development of 
tourism is the construction of a covered swimming pool in the 
area of former military unit. 

In the group where projects concerning post-military ar- 
eas and problems related to dislocation of an army unit are 
essential for the implementation of a vision of development 
of the whole degraded area revitalization programs of Pita 
and Watcz communes were included. The example of Pita will 
be described, as it is a bigger city where the post-military ar- 
eas constitute five sub-areas of revitalization located around 
the city center of Pita and cover the area of about 546 ha. The 
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city self-government of Pita has been actively engaged in revi- 
talizing activities since 2000. In the years 2004-2012, different 
revitalization programs were prepared for post-military areas, 
nevertheless, references to the revitalization of post-military 
areas are very visible in the current program prepared in ac- 
cordance with the above described Polish regulations in force 
since 2015 (Pita 2018, p. 5 and 44). The city of Pita, which 
currently has over 73 thousands inhabitants, is located on the 
border of two lake districts, by the river Gwda, in north-west- 
ern Poland, in the Wielkopolskie Voivodeship. Municipal 
rights were most probably received in the fifteenth century 
and today the city is one of the four major economic centers 
in the region and the largest in the north of the voivodeship. 
The largest company, employing over 5 thousand people, is 
Philips Lighting Poland S.A. In the north-western part of the 
city a large airport is located , until recently it had been used 
by the army. The area of revitalization included areas inhab- 
ited in the city center and western part of the city, where the 
high concentration of social problems was diagnosed (e.g. 
demographic burden — post-working age people account for 
almost 25% of the total population, also the unemployment 
and poverty is included in the significant problems of the area 
— the highest share of the unemployed and socially disadvan- 
taged people was recorded here compared to all neighbor- 
hood areas in Pita, the results achieved by pupils are worse 
than in other parts of the city, people are less active when 
considering both their participation in social and economic 
life. Spatial, infrastructural and technical problems are also 
visible (Pita 2018, p. 32-33). Post-military terrains are part- 
ly located in the above described area — like for example a 
sub-area of the former Military Officer Automotive School, 
requiring further investments in the existing infrastructure. 
The area is intended for higher education, sports, recreation 
and tourism services. Its development will contribute to the 
increase in the number of jobs, which is especially important 
for the residents in the sub-area. This is crucial for counter- 
acting other diagnosed negative social phenomena. The next 
sub-area is the ground of the former military compound - it 
has a varied terrain, and is partly wooded and deprived of 
equipment in technical infrastructure. A sub-area designated 
for economic and service functions, with the need to build 
road infrastructure. Its development will contribute to the 
increase of the potential for the development of econom- 
ic functions, and thus the creation of new jobs. The area of 
the former military airport (with areas adjacent to the site 
as another sub-area of revitalization) was also included in 
the revitalization area. According to the defense plans of the 
country, the airport function is to be preserved. There is an 
urgent need for effective development of post-military facili- 
ties at the airport in order to prevent further degradation. In 
the sub-area there is the possibility of developing the airport 
function, e.g. as a local airport having basic infrastructure for 
the development of small air traffic (general aviation type), 
besides it is recommended to develop, in the sub-area, the 
functions of tourism, sport and recreation. Maintenance and 
development of the airport in Pita is an important factor of 
economic development and a significant stimulus for the im- 
provement of the city. The fifth sub-area was added to the 
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area of revitalization as a result of public consultations. Part 
of large-scale post- military facilities requires general mod- 
ernization (the two largest buildings have already been mod- 
ernized). The functions that are being implemented there in- 
clude: education and justice, as well as commercial purposes, 
including trade. For this reason it should be recognized that 
the actions taken there will contribute to counteracting neg- 
ative social phenomena (Pita 2018, p. 44-45). The list of revi- 
talization projects includes: 25 projects aimed reducing social 
problems and 24 projects improving education conditions and 
developing culture; 16 projects aimed at economic elicitation 
and 7 improving communication; 15 projects connected with 
improvement of housing conditions, 8 projects concerning 
public spaces order and 7 projects concerning development 
of space for sport, recreation and culture. Among them, the 
projects related to the revitalization of post-military facilities 
must be indicated (Pita 2018, p. 54-90): 

- a project related to the creation of the Sports and Ed- 
ucational Centre including, among others, comprehensive 
renovation and furnishing the premises of the facility con- 
stituting the former military kitchen and their adaptation to 
the purposes of the meeting room. The aim is to create an 
alternative to spending free time for young people, what will 
indirectly prevent the increase in acts of vandalism and ag- 
gression, as well as degradation of space and objects; 

- 3 stages of an activity (constituting 3 separate proj- 
ects of almost EUR 10 million investment co-financed from 
Wielkopolska Regional Operational Programme for the years 
2014-2020) aimed at revitalization of post-industrial and 
post-military grounds for economic purposes — creation of 
industry zone South-East Pita; 

- project connected with preparations of land around the 
post-military airport to locate and conduct business activity; 

- project aimed at revitalization of airport facilities — 
former air hangar, warehouse and utility building with the 
surroundings (expected outcomes: preservation of objects 
important for the city’s history; improving public security 
through security; supporting local SMEs who actively use the 
landing pad and hangar by improving the technical condition 
and effective use of aviation infrastructure; creation of space 
for educational, cultural, soort and economic events; foster- 
ing environmental protection); 

- project aimed at launching a civil airport for public use 
with limited certification in Pita (implementation of the proj- 
ect will affect improving connections of Northern Wielkopol- 
ska Voivodehip with the region; combined with a network of 
roads and railway it will create new communication options 
and ensure better spatial cohesion of the region and country); 

- project conducted by one of the local historical soci- 
eties aimed at improvement of the condition of anti-aircraft 
technical shelter located on Victory Square, resulting in ex- 
tension of the object’s educational function (grounds of such 
events as: live history lessons in originally preserved shelter 
from 1942); 

- project for young people in Pita to be organized in fa- 
cilities on the premises of the post-military airport, cyclical 
events such as: attractive glider training for children and ado- 
lescents, free simulator training, professional classes, consul- 
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tations and workshops in the field of aeronautical modeling, 
construction of a flight simulator by members of the aero 
club, study trips and aero picnics for children and young peo- 
ple (expected results include: prevention of social exclusion, 
integration and activation of residents, educational benefits, 
developing active civil society attitudes, better access to cul- 
tural services). 


CONCLUSIONS 


The assessment of the presence of the army in the com- 
mune, and then its dislocation, is diversified and depends on 
the level at which it is carried out. The restructuring of the 
armed forces, in particular the liquidation of military units, 
from the municipal perspective may determine the negative 
effects for its development, as the army may be perceived as 
a catalyst for local development, and its dislocation means 
weakening the development potential of this place resulting 
from a decrease in the number of inhabitants, number of 


jobs, individual income, turnover, or the number of transac- 
tions on the real estate market. Due to the scale of negative 
local effects, overcoming social and infrastructural problems 
resulting from the dislocation of military units is a concern 
not only of local authorities, but also regional, central or even 
supranational (such as the EU support). 

One of the instruments influencing local development 
are revitalization programs. In recent years in Poland, these 
programs have gained particular importance as a document 
constituting the basis for intervention from the EU funds. 
The analysis of local revitalization programs of selected com- 
munes has proven that post-military buildings can be an im- 
portant infrastructure base for leveling social and econom- 
ic problems of communes. Revitalization projects are now 
focused not only on improving the aesthetics of the former 
military units facilities, but above all enable the adaptation 
of objects to new civil functions, which gives an opportunity 
to improve the social and economic development of the re- 
vitalization area. 


http://www.pila.pl/ 
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SUMMARY 


The literature in the field of economic sciences analyzes 
the role of military base (unit) on socio-economic develop- 
ment in many perspectives and scales but the local perspec- 
tive is especially important as the location of military units 
has significant social, economic and spatial impacts and favors 
establishing relations between army and local entities, in par- 
ticular self-government authorities, educational institutions, 
non-governmental organizations and residents. That is why 
also military base closures and realignments have prompted 
some of the most vocal public concerns in surrounding com- 
munities. The actual magnitude of local effects connected 
with closures is usually difficult to estimate, and is based pri- 
marily on case studies with some attempts to use statistical 
analysis in limited range (like employment). 

The other issue described in the literature is connect- 
ed with the process of revitalization (recovery) of local com- 
munes. One of the instruments of programming the process 
of so-called mitigation of crisis in the degraded areas has been 


the local revitalization programs in Poland in recent years. Lit- 
erature and empirical evidence proves that the closure and 
alignment of a military unit results in some socioeconomic 
distress for community and it may be a decisive factor for 
the emergence of situations in certain areas characterized 
by the concentration of negative social problems and the 
occurrence of other negative phenomena (in the economic, 
environmental, spatio-functional or technical sohere) what is 
a prerequisite for marking the revitalization area according 
to Polish law. The EU-financed projects designed in the pro- 
gram should provide an assist to aid community revitalization 
efforts. 

This article analyzes examples of local revitalization pro- 
grams in communities where the military unit was closed. 
The aim of the case studies will be not only to learn about 
the actual impacts in the community and the proposals for 
minimizing those impacts, but also the assessment of the 
usefulness of the analysis of these planning documents to 
determine the socio-economic and spatial impacts of military 
dislocation on the local scale. 
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Introduction. Accounting and auditing are essential 
elements of contemporary economic relations. Their 
importance and the need for their development are consta- 
ntly growing. Such relevance of the issue has paved the way 
for our interest in this subject, and accordingly, the purpose, 
objectives, subject, methods and the informational basis of 
research have been determined. 

The purpose of research is to identify the areas where 
improvements could be made in accounting and auditing 
regulation for private sector enterprises in Georgia, based 
on international experience, the country's international 
commitments and the characteristic features of economic 
development. 

The object of research is the process of introduction and 
development of a modern system of accounting and auditing 
in Georgia since the 1990s until today. 

The research subject is the of accounting and auditing 
regulation/self-regulation system existing in Georgia and its 
impact on the development of these fields. 

Research methods. In the research process, methods 
of induction, deduction, comparative analysis, synthesis, sta- 
tistical observation, generalization, abstraction, analogue, 
systemic approach, modeling and institutional analysis were 
used. 

An informational base for research is represented by 
laws and regulations acting in Georgia at various times, inter- 
national agreements, professional standards, as well as infor- 
mation placed on the webpages of Council of Auditing Activi- 
ties of the Parliament of Georgia, the Service for Accounting, 
Reporting and Auditing Supervision of the Ministry of Finance 
of Georgia, National Statistics Office of Georgia, and profes- 
sional organizations of of accountants and auditors. 
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Analysis of the experience of different countries con- 
firms that compliance of accounting and auditing with mod- 
ern requirements of economic development is conditioned 
by a well-organized regulatory system. The establishment of 
such a system is a complex and lengthy process. Georgia is 
not an exception in this context, where since the 1990s until 
today, the search continues for the directions of the improve- 
ment of accounting and auditing regulation, as well as the 
establishment of a legal framework oriented to sustainable 
development. 

The process of the establishment and development of 
the accounting standardization and regulation system started 
at the international level in the 1970s, following the estab- 
lishment of international professional organization of accoun- 
tants Accountants International Professional Organization — 
the International Accounting Standards Committee (IASC). 
Since it was founded, this organization has been actively 
working, on the one hand, on developing standards, and on 
the other hand, on ensuring that as many countries as possi- 
ble in the world could use these standards, or bring their own 
legislations in line with these standards. The main emphasis 
was placed on harmonization of existing British-American 
and European national standards of accounting with interna- 
tional standards in this field. The study and analysis of these 
experiences allows us for asserting that the modern systems 
of these countries have some aspects that may be of interest 
for the search for ways of further development of accounting 
regulatory system in Georgia. 

In addition to analyzing trends in the accounting regu- 
latory system development, not less interesting (if not more) 
is the process of introduction and evolution of auditing in 
the modern world. Auditng regulation has a long history, but 
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in modern form, this issue has become relevant since the 
1970s. Consequently, the development of auditing standards 
has begun, leading to the formation of professional organiza- 
tions of auditors and the auditing regulatory state agencies. 
In addition, these processes in different countries have been 
developed differently, although, owing to high expectations 
from the public with reagard to audit, these activities receive 
a great deal of attention in almost all countries, and the rel- 
evant State bodies or professional organizations are system- 
atically trying to contribute to their continuous development 
and improvement. It is for this purpose that the state regula- 
tion/self-regulation of auditing activities is provided. 

The high level of the public interest in auditing activities 
in any country makes it essential to create an environment 
that ensures the development of the audit profession. As a 
rule, the State and professional organizations, which, accord- 
ingly, perform the function of regulation and self-regulation, 
are jointly participating in creating such an environment. 
However, the role of each of them varies from country to 
country. In particular, in the countries of continental Europe 
(France, Germany) the State, through its institutions, inter- 
venes in regulation of auditing activities, while in the United 
States, Great Britain and Canada, the supervision exercized 
by the state organs over the field of audit, until recently, has 
been minimized, and decade after decade, it has worked 
quite successfully only under self-regulation onditions. After 
the worldclass auditing scandals with the „Enron“ and ,,Ar- 
thur Andersen“, increasing the State’s regulatory role in the 
field of audit became even more relevant in these countries 
as well. It is from this standpopint that on 17 May 2006, 
the European Union adopted a directive (2006/43/EC) ona 
mandatory audit of annual and consolidated reporting (J.: Ac- 
counting, 2010: #2(122)). According to this directive, Mem- 
ber States are obligated to set up relevant competition agen- 
cies and put under state supervision all auditors and auditing 
companies carrying aut the mandatory audits. 

The transformation processes taking place in the world 
in the field of accounting and audit were relatively late re- 
flected in Georgian reality that is associated with the radical 
political and economic changes that occurred in the last de- 
cade of the 20th century. As a result, it became necessary to 
establish a completely new accounting system different from 
the existing one, and simultaneously, to introduce a different 
form of financial control - audit. To this end, the establish- 
ment of the legislative and regulatory basis had started on 
the one hand, and on the other hand, their use in practice 
had begun. In particular, the Parliament of Georgia adopted 
the Law On Auditing Activities (07.02.1995) and the Law On 
Accounting and Reporting Regulation (05.02.1999), and the 
President of Georgia (through executive order) approved the 
Accounting and Reporting Policy Regulations in Georgia (No 
70, 06.02.1998). The regulatory bodies provided for by the 
legislation have also been created. At the beginning of the 
21st century, after several unsuccessful attempts to change 
the legislation, in 2012 a new law On Accounting and Finan- 
cial Audit (29.06.2012) was adopted. However, as noted earli- 
er, in 2016 it was replaced by the Law of Georgia On Account- 
ing, Reporting and Auditing (08.06.2010). 
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The main findings of the analysis and assessment of 
these laws and regulations can be generalized as follows: 

e At the beginning of the 21st century, from the meth- 
odological and organizational standpoints, substantial work 
is still needed in the country in the field of accounting and 
auditing, since the existing legislative and regulatory frame- 
work failed to comply adequately with modern require- 
ments of modern, and rerquired an in-depth revision and 
improvement; 

e Virtually no regulation or self-regulation of account- 
ing and auditing were consistently and purposefully carried 
out in the private sector. No single organization had any 
appropriate leverage or resources to carry out of this such 
a highly complex and responsible function, and that is also 
important, the motivation for this; 

e The regulatory model for the field of accounting and 
auditing proposed by legislation in force is flexible enough, 
and can be effective in case of proper implementation in 
practice. This does not mean that the law is ideal. Once en- 
acted, many provisions of this law may need to be modified 
and improved — and some signs for this have already ap- 
peared. Although, it is a natural process and does not present 
particular difficulties. The substantially more complex chal- 
lenge that the field of accounting and auditing is currently 
facing is the full de facto enactment of the de jure existing 
law, which is quite difficult and arduous, but not a compelling 
task. To this end, first, it is necessary to create the full-fledged 
mechanisms for practical implementation of the provisions of 
this law - timely adoption of required sub-legislative regula- 
tory provisions and the effective functioning of the service 
and council, as well as professional organizations established 
based on the law; the commitment of country’s government 
and international donor organizations, and most importantly 
- the maximum activity of representatives of this profession 
themselves, as well as their greater involvement in the pro- 
cesses; 

e The main advantage of a new law is that the pro- 
posed model of developing the field of accounting and audi- 
ting is realistic and practically applicable, unlike its predeces- 
sors, whose ineffectiveness and nonviability were clearly seen 
both in the approval process and during its use in practice. 

The analysis of the legislative frameworks in force, es- 
tablished practice and international experience allows us for 
defining the major aspects of the regulatory improvement of 
accounting and auditing activities, as well as for developing 
measures that must be undertaken in the separate important 
areas. In particular: 

e To determine an optimal model of accounting. In 
the light of current situation existing in Georgia in the field of 
accounting, we believe that in planning the development of 
accounting, it would be better to focus on a continental mod- 
el (German-French synthesis), since those two major factors 
(the focus of the business sector on a big banking capital and 
compliance with fiscal policies), on which this model is built, 
plays an important role in our country’s reality as well; 

e To identify the levels of accounting records mainte- 
nance. International practice had clearly demonstrated that 
accounting records maintenance in the economic entities of 
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different sizes with the same standards and equal quality, 
should be considered unreasonable. Accordingly, we consider 
appropriate the regulation established by Law of Georgia On 
Accounting, Reporting and Auditing with regard to defining 
four categories of enterprises, with the following clarifica- 
tions: within the fourth category of enterprises, to separate 
the relatively small-size entities, which will meet at least two 
of the following three criteria: 

a) The total value of assets does not exceed GEL 50 thou- 
sand; 

b) An annual income does not exceed GEL 100 thousand; 

c) The average annual number of employees in the re- 
porting period does not exceed 5. 

They should not be required to keep records on the 
principle of double entry accounting. They should have the 
opportunity to use a single-entry account method, by means 
of which they will be able to record income and expenditure 
in chronological order, as well as to determine the financial 
result (profit or loss) of the activities. 

e More effective use of resources of the International 
Federation of Accountants (IFA) and other international orga- 
nizations at the national level. The analysis revealed that the 
main determinant of our national accounting and auditing 
practice's lagging behind the modern European level is, on 
the one hand, the better starting positions, which naturally 
had the European countries, and on the other hand, the va- 
riety of projects, which, unlike us, they continuously imple- 
mented for development in this field. Accordingly, order to 
remove the existing backwardness, it is necessary to deepen 
integration with IFA and other international organizations, 
as well as to make maximum use of their resources. In this 
regard, the measures recently undertaken by the Service for 
Accounting, Reporting and Auditing Supervision are com- 
mendable, which implies preparing and publishing various in- 
structions, recommendation guidelines, self-study books and 
other support materials; 

e Accelerating research on developing the account- 
ing and auditing field. For the development of the field of 
accounting and auditing, we deem it would be advisable for 
representatives of this profession (scholars and practitioners) 
to set up standing and interim (as needed) working groups, 
which will examine a variety of specific issues in this field, 
and will develop specific guidelines, recommendations and 
definitions of professional practitioners. It is welcome that in 
accordance with Article 20 of Law of Georgia On Accounting, 
Reporting and Auditing: "The Service, for the purpose of de- 
veloping standards and rules set out under this Law, shall be 
entitled to establish working groups with the participation of 
professional organizations, practitioners and other stakehold- 
ers". It is these groups that may work on issues such as, for 
example, improving the quality of financial accounting, bring- 
ing tax accounting closer to financial accounting, improving 
the managerial accounting methodology in accordance with 
country-specific circumstances and so on; 

e Setting up effective regulatory and/or self-regulato- 
ry body of the field of accounting and auditing. In accordance 
with Law of Georgia On Accounting, Reporting and Auditing, 
the creation of the State's supervision body - the Service for 
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Accounting, Reporting and Auditing Supervision (SARAS) and 
the Council of Accounting, Reporting and Auditing within the 
Ministry of Finance of Georgia, is undoubtedly to be regarded 
as a step forward, however, we deem it advisable to establish 
them as a fully independent system; 

e Establishing the auditing quality control system. 
Since the introduction of auditing activities until today, the 
quality control of this services has never been really carried 
out to varying degrees in Georgia. In this regard, there is a 
need for the practical implementation of the quality con- 
trol mechanisms, as well as ensuring continuous monitoring 
of this process, with a view to improve it operatively, when 
necessary. In addition, the quality control system should not 
be only oriented to punishment, but also it should be aimed 
at preventing the unsatisfactory-quality services assisting to 
service providers. This is why we believe that it would be ap- 
propriate, at the first stage, to adopt the practice of the vol- 
untary control of the quality of auditing firms, in the frame- 
work of which, in the case of shortcomings observed as result 
of the verification, auditing firms will not be sanctioned, but 
they will be provided with specific recommendations on their 
elimination within a certain reasonable period. 

e Ensuring compliance with international standard re- 
quirements for financial accounting. When creating the rele- 
vant mechanisms, if necessary, the appropriate enforcement 
tools, including various sanctions, should be taken into con- 
sideration, although at the initial stage, we do not consider it 
appropriate to impose strict sanctions on those who are not 
able to remain fully in compliance with the requirements of 
the relevant standards/rules. The Supervisory Authority must 
act on the basis of one of the findings of research! conducted 
by the World Bank Group in 2007 in Georgia: "The quality 
of compliance with standards when maintaining financial re- 
cords in the economic entities is low, not because someone 
does not want to observe them, but because of low aware- 
ness of these requirements". Consequently, the regulator's 
action should not be aimed primarily at punishing and sanc- 
tioning, but at assisting and supporting, as well as at improv- 
ing opportunities and training; 

e Introduction of the continuous education system. 
The importance of the continuous education system is beyond 
questions, which is also confirmed by attention paid to this is- 
sue by IFA and its member states. We believe that in order to 
develop the accounting and auditing field in Georgia, based 
on the existing situation of the country, it is doubly important 
to take care of updating knowledge of representatives of this 
profession. Particular attention should be given to this issue 
in the regions, where people have significantly less access to 
professional novelties and the refresher courses, than in the 
capital. Annual trainings within the continuing education sys- 
tem should become a mandatory requirement for auditors; 
and as for accountants, profesional organizations should offer 
them such an interesting and useful program that they are 
willing to cooperate with them, without being compelled to 
do so; 

e Improvement of the regulatory legal framework. 





! Research on the observance standards and codes in accounting and audit- 
ing (ROSC), 2007, p. 24. 
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Although the existing law is the most optimal as compared 
to its all other predecessors, its further improvement should 
be a continuing concern. In addition, in the process of the 
creation and revising the legislation and by-laws, we should 
take into account, on the one hand, the commitments made 
under the Association Agreement with the European Union, 
and on the other hand, all this Agreement is offering. 


Conclusion. Studies conducted allow us for compiling 
the regulating algorithm consisting of three main compo- 
nents: training and certification; methodical and method- 
ological support; and supervision. 

Training and certification. Training (including continu- 
ous training), in compliance with programms accredited by 
the Servce, should be provided by professional organizations; 
certification should be independently provided by the Na- 
tional Assessment and Examination Center on the basis of 
passing the professional examination, in compliance with the 
examination program accredited by the Service. 

Methodical and methodological support. Studies con- 
ducted clearly demonstrate a low level of compliance with 
professional standard requirements and practice in Georgia 
that is mostly due to the lack of appropriate methodologies, 
methodical guidelines, supporting manuals and legal acts. A 
high level of this correlation has also been confirmed using 
the examples of many other countries. In the component, we 
should highlight the preparation of these materials on the 
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one hand, and on the other hand, transfering them directly to 
the consumer. We believe that the preparation of materials 
should be provided by the Service for Accounting, Reporting 
and Auditing Supervision in close cooperation with interna- 
tional and local professional organizations and academic staff; 
these materials should be transferred to representatives of 
the profession/practioners by professional organizations. It 
may be stated unequivocally that activities carried out in this 
area in the country for decades were insufficient, and the first 
steps taken in the country in recent years after the establish- 
ment of the Service for Accounting, Reporting and Auditing 
Supervision within the Ministry of Finance, are evident. 
Supervision. This is a key component of the algorithm, 
which should ensure the effective functioning of the remain- 
ing components. It should become a guarantor of compliance 
with the requirements of national legislation, international 
standards and other regulating documents and the minimum 
requirements of the quality of services provided. Based on the 
conducted studies, it may be stated unequivocally that the only 
optimal option in modern conditions for our country is the ex- 
istence of a state supervisory body in the field of accounting 
and auditing. Furthermore, for this stage, the functioning of 
the Service for Accounting, Reporting and Auditing Supervision 
within the Ministry of Finance is not a bad decision, although in 
order to increase the effectiveness of activities, it is necessary 
to implement gradual transformation of the Service in accor- 
dance with the model we have proposed (see a scheme). 
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Current situation: 

e The Service is the State institution within the Minis- 
try of Finance of Georgia, which is organizationally positioned 
under the Government and the Minister of Finance. The head 
of the Service is appointed by the Prime Minister in consulta- 
tion with the Minister of Finance of Georgia; 

e The Council is the organ for reviewing the issues 
related to accounting, reporting and auditing and making 
relevant decisions, whose members are approved by the 
Prime Minister in consultation with the Minister of Finance of 
Georgia. 


The 1* stage of transformation (the next 3 years): 

e The degree of independence of the Service from the 
Ministry of Finance and the Government is increasing; 

e The functions and the role of the Council are 
increasing. It takes on approximately the same responsibili- 
ties as the representative body of State power and the super- 
visory council in the business; 

e The candidate for the head of the Council is chosen 
in consultation with the Council (and not only through con- 
sultation). 


The 2"? stage of transformation (the next 5 years): 

e The Service passes from the control of the Govern- 
ment to the control of the Parliament; 

e The Council members are elected by the Parliament, 
in consultation with the relevant services, including profes- 
sional organizations; 

e The head of the Service is approved by the Parlia- 
ment, in cosultation with the Council; 

e The Service is funded according to a specific rule of 
financing, which cannot be associated with the amounts of 
funds recovered on the basis of found financial irregularities. 


The 3" stage of transformation (the next 5 years): 

e Certified accountants and auditors registered in the 
Registry Service are involved in the election of Council mem- 
bers. In particular, initially half of the members of the Council, 
and then two thirds are elected by certified accountants and 
auditors by secret ballot. The elected candidates will be ap- 
proved by the Parliament. 

The expected timeframe for each stage of transormation 
has been determined based on the current realities, and it 
may change in accordance with the developments. 
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SUMMARY 


Accounting and auditing are essential elements of con- 
temporary economic relations. Their importance and the 
need for their development are constantly growing. Such rel- 
evance of the issue has paved the way for our interest in this 
subject, and accordingly, the purpose, objectives, subject, 
methods and the informational basis of research have been 
determined. 

The purpose of research is to identify the areas where 
improvements could be made in accounting and auditing 
regulation for private sector enterprises in Georgia, based 
on international experience, the country’s international 
commitments and the characteristic features of economic 
development. 

The analysis of the legislative frameworks in force, es- 
tablished practice and international experience allows us for 
defining the major aspects of the regulatory improvement of 
accounting and auditing activities, as well as for developing 
measures that must be undertaken in the separate important 
areas. In particular: 

e To determine an optimal model of accounting; 

e To identify of levels of accounting records mainte- 
nance; 

e More effective use of resources of the International 
Federation of Accountants (IFA) and other international orga- 
nizations at the national level; 

e Accelerating research on developing the accounting 
and auditing field; 

e Setting up effective regulatory and/or self-regulatory 
body of the field of accounting and auditing; 

e Establishing the auditing quality control system; 


e Ensuring compliance with international standard 
requirements for financial accounting. 

e Introduction of the continuous education system; 

e Improvement of the regulatory legal framework. 

Conclusion. Studies conducted allow us for compiling 
the regulating algorithm consisting of three main compo- 
nents: training and certification; methodical and method- 
ological support; and supervision. 

Training and certification. Training (including continu- 
ous training), in compliance with programms accredited by 
the Servce, should be provided by professional organizations; 
certification should be independently provided by the Na- 
tional Assessment and Examination Center on the basis of 
passing the professional examination, in compliance with the 
examination program accredited by the Service. 

Methodical and methodological support. Studies con- 
ducted clearly demonstrate a low level of compliance with 
professional standard requirements and practice in Georgia 
that is mostly due to the lack of appropriate methodologies, 
methodical guidelines, supporting manuals and legal acts. A 
high level of this correlation has also been confirmed using 
the examples of many other countries. In the component, we 
should highlight the preparation of these materials on the 
one hand, and on the other hand, transfering them directly to 
the consumer. We believe that the preparation of materials 
should be provided by the Service for Accounting, Reporting 
and Auditing Supervision in close cooperation with interna- 
tional and local professional organizations and academic staff; 
these materials should be transferred to representatives of 
the profession/practioners by professional organizations. 

Supervision. This is a key component of the algorithm, 
which should ensure the effective functioning of the remain- 
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ing components. It should become a guarantor of compliance 
with the requirements of national legislation, international 
standards and other regulating documents and the minimum 
requirements of the quality of services provided. Based on 
the conducted studies, it may be stated unequivocally that 
the only optimal option in modern conditions for our coun- 
try is the existence of a state supervisory body in the field 
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of accounting and auditing. Furthermore, for this stage, the 
functioning of the Service for Accounting, Reporting and Au- 
diting Supervision within the Ministry of Finance is not a bad 
decision, although in order to increase the effectiveness of 
activities, it is necessary to implement gradual transforma- 
tion of the Service in accordance with the model we have 
propose. 
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